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The Spirit of American Enterprise 


By ALF M. LANDON, Republican Nominee for President of the United States 
Acceptance Address, Topeka, Kansas, July 23, 1936 


R. CHAIRMAN, Members of the Notification 
Committee, Ladies and Gentlemen: 
- I accept the nomination of the Republican 
party for the Presidency of the United States. In accept- 
ing this leadership I pray for divine guidance to make me 
worthy of the faith and the confidence which you have shown 
in me. 

This call, coming to one whose life has been that of 
the every-day American, is proof of that freedom of oppor- 
tunity which belongs to the people under our government. 
It carries with it both an honor and a responsibility. In 
a republic these cannot be separated. 

Tonight, facing this honor and responsibility, I hope 
for the gift of simple and straightforward speech. I want 
every man and woman in this nation to understand my every 
word, for I speak of issues deeply concerning us all. 

The citizen who assumes the direction of the executive 
branch of our government takes an oath that he will “faith- 
fully execute the office of President of the United States, and 
will,” to the best of his ability, “preserve, protect and defend 
the Constitution of the United States.” This oath carries 
the obligation so to use executive power that it will fulfill 
the purposes for which it was delegated. 

No man, in common good faith to his fellow-citizens, 
may rightfully assume the duties of the high office of Chief 
I-xecutive and take the oath that goes with the office unless 
he shall intend to keep and shall keep his oath inviolate. 

It is with a full understanding of the meaning of this 
oath that I accept this nomination. 

The 1936 platform of the Republican party has my 
complete adherence. It sets out the principles by which 


we can achieve the full national life that our resources 
entitle us to enjoy. 

There is not time to lay our whole program before 
you tonight; I can touch only upon a few phases of it. The 
others I hope to discuss with you in detail as the cam- 
paign’ progresses. 

First, I shall take up the question of recovery and re- 
lief. I shall follow this by discussing a matter closely allied 
to both debt and taxes. Our farm policy and the problems 
of labor will bring me to a brief discussion of international 
relations. And last, I shall take up our constitutional gov- 
ernment and the forces that threaten it. 

I intend to approach the issues fairly, as I see them, 
without rancor or passion. If we are to go forward perma- 
nently, it must be with a united nation—not with a people 
torn by appeals to prejudice and divided by class feeling. 

The time has come to pull together. 

No people can make headway where great numbers are 
supported in idleness. There is no future on the relief roles. 
The law of this world is that man shall eat bread by the 
sweat of his brow. The whole American people want to 
work at full time and at full pay. They want homes and 
a chance for their children, reasonable security, and the right 
to live according to American standards. They want to 
share in a steady progress. We bind ourselves with a pledge 
we shali not ignore, thrust aside, or forget, to devote our 
whole energy to bringing these things about. 

The world has tried to conquer this depression by dif- 
ferent methods. None of them has been fully successful. 
Too frequently recovery has been hindered, if not defeated, 
by political considerations. 
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Our own country has tried one economic theory after 
another. The present administration asked for, and re- 
ceived, extraordinary powers upon the assurance that these 
were to be temporary. Most of its proposals did not follow 
familiar paths.to recovery. We knew they were being un- 
dertaken hastily and with little deliberation. 

But because the measures were supposed to be tempo- 
rary, because everybody hoped they would prove successful, 
and because the people wanted the administration to have 
a fair trial, Congress and the country united in support of 
its efforts at the outset. 

Now it becomes our duty to examine the record as it 
stands. The record shows that these measures did not fit 
together into any definite program of recovery. Many of 
them worked at cross-purposes and defeated themselves. 
Some developed into definite hindrances to recovery. They 
had the effect generally of extending control by Washington 
into the remotest corners of the country. The frequent and 
sudden changes in the administration’s policy caused a con- 
tinual uneasiness. 

As a result, recovery has been set back again and again. 
This was not all of the failure. Practical progressives have 
suffered the disheartening experience of seeing many liberal 
objectives discredited during the past three years by care- 
less thinking, unworkable laws and incompetent adminis- 
tration. 

The nation has not made the durable progress, either 
in reform or recovery, that we had the right to expect. 

For it must be remembered that the welfare of our 
people is not recorded on the financial pages of the news- 
papers. It cannot be measured in stock market prices. The 
real test is to be found in the ability of the average American 
to engage in business, to obtain a job, to be a self-support- 
ing and a self-respecting member of his community. 

Judged by the things that make us a nation of happy 
families, the New Deal has fallen far short of success. The 
proof of this is in the record. The record shows that in 
1933 the primary need was jobs for the unemployed. The 
record shows that in 1936 the primary need still is jobs for 
the unemployed. 

The time has come to stop this fumbling with recovery. 
American initiative is not a commodity to be delivered in 
pound packages through a governmental bureau. It is a vital 
force in the life of our nation and it must be freed! 

The country is ripe for recovery. We are far behind in 
expenditures for upkeep and improvements and for expansion. 

The total of this demand—in industry, in new enter- 
prises, in our homes and on our farms—amounts to billions 
of dollars. Once all this consumer demand is released the 
problem will be not where to find work for the workers 
but where to find workers for the work. 

One of the signs of the ending of past depressions was 
the launching of new business ventures. It is true that most 
of them were small. Altogether, however, they provided 
work for many millions of people. In the present depres- 
sion this demand for work has not yet appeared. Few new 
ventures have been started. Why? Because the small busi- 
ness man, the working-man who would like to become his 
own boss—the average American—has hesitated to start out 
for himself. He lacks confidence in the soundness of Fed- 
eral policy; he is afraid of what may come next. 

We must dispel his fear, restore his confidence and 


place our reliance once more in the initiative, intelligence 
and courage of these makers of jobs and opportunities. That 
is why I say, in all earnestness, that the time has come to 
unshackle initiative and free the spirit of American enter- 
prise. 

We must be freed from incessant governmental intimi- 
dation and hostility. We must be freed from excessive ex- 
penditures and crippling taxation. We must be freed from 
the effects of an arbitrary and uncertain monetary policy. 
And through a vigorous enforcement of the anti-trust laws 
we must be freed from private monopolistic control. 

Once these things are done, the energies of the Ameri- 
can economic system will remedy the ravages of depression 
and restore full activity and full employment. 

Out of this depression has come not only the problem 
of recovery but also the equally grave problem of caring for 
the unemployed until recovery is attained. ‘Their relief at 
all times is a matter of plain duty. 

We of our party pledge that this obligation will never 
be neglected. In extending help, however, we will handle 
the public funds as a public trust. We will recognize that 
all citizens, irrespective of color, race, creed or party affilia- 
tion, have an equal right to this protection. We would con- 
sider it base beyond words to make loyalty or service to 
party a condition upon which the needy unemployed might 
obtain help. Those who use public funds to build their po- 
litical machines forfeit all right to political consideration 
from true Americans. 

Let me emphasize that while we propose to follow a 
policy of economy in government expenditures those who 
need relief will get it. We will not take our economies out 
of the allotments to the unemployed. We will take them 
out of the hides of the political exploiters. The question is 
not—as stated by the administration—how much money the 
American people are willing to spend for relief. The ques- 
tion is how much waste the American people are willing to 
stand for in the administration of relief. 

The destruction of human values by this depression has 
been far greater than the American people suffered during 
the World War. When the depression began millions of de- 
pendable men and women had employment. They were the 
solid citizenry of America; they had lived honestly and had 
worked hard. They had dealt fairly with the Government, 
which, in turn, had depended upon their support. 

Then they found themselves deprived of employment 
by economic forces over which they had no control. Little 
— they spent their life savings while vainly seeking new 
jobs. 


We shall undertake to aid these innocent victims of the 
depression. 

In addition, we shall amend the Social Security Act to 
make it workable. We recognize that society, acting through 
government, must afford as large a measure of protection 
as it can against involuntary unemployment and dependency 
in old age. We pledge that the Federal Government will do 
its proper share in that task. 

But it must be kept in mind that the security of all of 
us depends on the good management of our common affairs. 
We must be able to produce and accumulate enough to 
finance our normal progress, as well as to take care of our- 
selves and of those entitled to protection. 

Mounting debts and increasing taxes constitute a threat 
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to all of these aims. They absorb the funds that might be 
used to create new things or to reduce the cost of present 
vouds. Taxes, both visible and invisible, add to the price 
of everything. By taking more and more out of the family 
purse they leave less for the family security. Let us not be 
misled by those who tell us that others will be raade to carry 
the burden for us. A simple inquiry into the facts and fig- 
ures will show that our growing debts and taxes are so 
enormous that, even if we tax to the utmost limits those who 
are best able to pay, the average taxpayer will still have to 
bear the major part. While spending billions of dollars of 
borrowed money may create a temporary appearance of pros- 
perity, we and our children, as taxpayers, have yet to pay 
the bill. For every single dollar spent we will pay back two 
dollars! 

Crushing debts and taxes are usually incurred, as they 
are being incurred today, under the guise of helping people— 
the same people who must finally pay them. They invariably 
retard prosperity and they sometimes lead to situations in 
which the rights of the people are destroyed. This is the 
lesson of history and we have seen it occur in the modern 
world. . 

Our party holds nothing to be of more urgent impor- 
tance than putting our financial house in order. For the 
vood of all of us, we must re-establish responsibility in the 
handling of government finances. We must recognize that 
a vovernment does not have an unlimited supply of money to 
spend. It must husband its resources just as truly as does the 
head of a family. Unless it follows such a course it cannot 
afford the services which the people themselves expect. 

No sound national policy looking to the national welfare 
will neglect the farmer. This is not because the farmer 
needs or wishes to be coddled, or that he asks for undue help. 
It is necessary because the needs of a great nation require that 
its food producers shall always stand upon a social and eco- 
nomic plane in keeping with the national importance of their 
service. 

The present administration’s efforts to produce this re- 
sult have not been successful. Payments under the triple-A 
did help to tide farmers over a difficult period. But, even 
before it was ruled out by the Supreme Court, the triple-A 
was rapidly disorganizing American agriculture. Some of 
its worst effects continue. By its policies the administration 
has taken the American farmer out of foreign markets and 
put the foreign farmer into the American market. The loss 
of markets, both at home and abroad, far outweighs the value 
of all the benefits paid to farmers. 

Worse than this, from the standpoint of the public, is 
the fact that the administration, through its program of 
scarcity, has gambled with the needed food and feed supplies 
of the country. It overlooked the fact that mother nature 
cannot be regimented. 

The time has now come when we must replace this 
futile program with one that is economically and socially 
right. 

The wealth of our soil must be preserved. We shall 
establish effective soil conservation and erosion control poli- 
cies in connection with a national land use and flood-pre- 
vention program—and keep it all out of politics. 

Our farmers are entitled to all of the home market they 
can supply without injustice to the consumer. We propose 
a policy that protects them in this right. 


Some of our farmers, dependent in part upon foreign 
markets, suffer from disadvantages arising from world dis- 
order. Until these disadvantages are eliminated we propose 
to pay cash benefits in order to cushion our farm families 
against the disastrous effects of price fluctuations and to pro- 
tect their standard of living. 

The American people, now as always, are responsive 
to distress caused by disasters, such as the present drought. 
Our platform reflects that spirit. We shall fulfill its pledge 
to give every reasonable assistance to producers in areas suf- 
fering from such temporary afflictions, so that they may again 
get on a self-supporting basis. 

Our farm program as a whole will be made to serve 
a vital national purpose. 

The family type of farm has long constituted one of the 
cherished foundations of our social strength. It represents 
human values that we must not lose. Widespread owner- 
ship of moderate-sized tracts of land was the aim of the 
Republican Homestead Act. This conception of agricul- 
ture is one phase of the general principle that we stand for— 
preserving freedom of opportunity in all walks of life. 

The benefits which will be paid under our program will 
go no higher than the production level of the family type of 
farm. 

Another matter of deep concern is the welfare of Ameri- 
can labor. The general well-being of our country requires 
that labor shall have the position and rewards of prosperity 
to which it is entitled. I firmly believe that labor has the 
right to protect this position and to achieve those rewards 
by organizing in labor unions. Surely the history of labor 
in the United States has demonstrated that working condi- 
tions, wages and hours have been improved through self- 
organization. , 

The right of labor to organize means to me the right of 
employees to join any type of union they prefer, whether it 
covers their plant, their craft or their industry. It means 
that, in the absence of a union contract, an employe has an 
equal right to join a union or to refuse to join a union. 

Under all circumstances, so states the Republican plat- 
form, employes are to be free from interference from any 
source, which means, as I read it, entire freedom from co- 
ercion or intimidation by the employer, any fellow-employee 
or any other person. 

The government must maintain itself in the position of 
an umpire: First, to protect the public interest, and, second, 
to act as a mediator between conflicting groups. One of the 
greatest problems of this country is to develop effective me- 
thods of conciliation. 

Taking a dispute after it gets into a tangle and rushing 
it to the doorstep of the President is a bad way to handle a 
labor situation or any other situation. 

In international affairs also the Republican party has 
always worked for the advancement of justice and peace. 
Following the early tradition of our country, it has consist- 
ently urged the adjustment of international disputes in ac- 
cordance with law, equity and justice. We have now again 
declared our continued loyalty to this principle. 

Republican Presidents sent delegates to the Hague con- 
ferences and one of them took the leading part in the termi- 
nation of the Russo-Japanese War. Another Republican 


President called a conference which for the first time pro- 
duced a reduction and limitation of arms on a wide scale. 
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Still another led in securing the treaty outlawing wars. 

In purpose and achievement our party has a record 
which points the way to further helpful service in creating 
international understanding, in removing the causes of war 
and in reduciny and limiting arms. 

We shail take every opportunity to promote among the 
nations a peace based upon justice and human rights. We 
shall join in no plan that would take from us that inde- 
pendence of judgment which has made the United States a 
power for good in the world. We shall join in no plan that 
might involve us in a war in the beginning of which we had 
no part, or that would build a false peace on the foundation 
of armed camps. 

I turn now to the basic principles upon which our na- 
tion is founded. America has always stood, and now stands, 
first of all for human rights, for “the life, liberty and pur- 
suit of happiness” of the great Declaration. The prime 
needs of men have not changed since that Declaration, 
though new means from time to time may be necessary to 
meet those needs. But the great safeguards against tyranny 
and oppression must not be cast away and lost. They must 
be saved that men may live free to pursue their happiness, 
safe from any kind of exploitation. 

One cannot face this occasion and the prospect flowing 
from it without a sobering reflection upon the beginnings, 
growth, and destiny of our nation. Our government was 
founded to give life to certain vital principles. ‘The people 
embodied these basic principles of human rights in the Fed- 
eral and State Constitutions. Thus, the people themselves, 
of their own free will, set up this government. And it is 
still the government of the people. Any change which the 
people want they can have by following the procedure they 
themselves laid down. 

But for any official or branch of government to attempt 
such a change, without authority from the people, is to do 
an unwarranted and illegal act. It is a substitution of per- 
sonal for constitutional government. If added power is 
needed, the people have set out how that authority may be 
had from them if they wish to give it. 

This, in its broad essentials, is the basic structure of 
our government. 

As our economic life has become more complex and spe- 
cialized some need, real or apparent, has often been urged as 
an excuse for a further grant of power from the people. 
They have sometimes given, sometimes withheld, the desired 
power. 

There has now appeared in high places, however, a new 
and dangerous impulse. This is the impulse to take away 
and lodge in the Chief Executive, without the people’s con- 
sent, the powers which they have kept in their State govern- 
ments or which they have reserved in themselves. 

In its ultimate effect upon the welfare of the whole 
people, this, then, is the most important question now before 
us: Shall we continue to delegate more and more power to 
the Chief Executive or do we desire to preserve the Ameri- 
can form of government? Shall we continue to recognize 
that certain rights reside with the people, that certain powers 
are reserved for the States, and that certain functions are 
delegated to the Federal Government? 

Now I know that many of us, at one time or another, 
have become dissatisfied and impatient with the efforts of 
our local and State administrations to solve our difficulties. 





At such times it has seemed to us that only a larger, 
more powerful unit of government could meet the need. 

For those who have followed such a line of reasoning I 
have the understanding that comes from experience. As a 
young man I was attracted to the idea of centralizing in the 
Federal Government full power to correct the abuses grow- 
ing out of a more complex social order. When the people 
rejected this alternative, I was as disappointed as any one. 
But in spite of this rejection, I have lived to see many of 
those abuses substantially corrected by the forty-eight State 
Legislatures in their fields and by the Federal Government 
in its field of interstate commerce. 


More recently, as a small independent oil producer, I 
saw my industry ask for Federal regulation because of a 
selfish exploitation of a natural resource, whith, once wasted, 
cannot be replaced. When Federal regulation failed the 
industry made progress in the solution of the problem by 
turning to State action, supplemented with interstate com- 
pacts as provided by the amazing foresight of the makers of 
the Constitution. 


It is not my belief that the Constitution is above change. 
The people have the right, by the means they have prescribed, 
to change their form of government to fit their wishes. If 
they could not do this, they would not be free. But 
change must come by and through the people and not by 
usurpation. Changes should come openly, after full and 
free discussion, and after full opportunity for the people to 
express their will. 


The Republican party, however, does not believe that the 
people wish to abandon the American form of government. 

We propose to maintain the constitutional balance of 
power between the States and the Federal Government. 


We propose to use the full power of the Federal Gov- 
ernment to break up private monopolies and to eliminate 
private monopolistic practices. 

In other words, the Republican party proposes to re- 
store and to maintain a free competitive system—a system 
under which, and only under which, can there be independ- 
ence, equality of opportunity, and work for all. 

A free competitive system is necessary to a free govern- 
ment. Neither political nor civil liberty long survives the 
loss of economic liberty. Each and all of these liberties, 
with the precious human rights which they involve, must be 
preserved intact and inviolate. 

If I am elected Chief Executive of this nation I pro- 
pose to restore our government to an efficient as well as 
constitutional basis. 

I shall call to my aid those men best qualified to con- 
duct the public business—and I mean just that. 

I shall stand back of them. 

I shall hold them responsible for doing their jobs. 

I shall cooperate whole-heartedly with Congress in an 
effective reorganization of the numerous government agen- 
cies, to get rid of those that are not necessary, to eliminate 
duplication, to insure better administration, and to save the 
taxpayers’ money. 

I hold that it is the right of our people to have their 
greatest public service enterprise—their government—well 
administered. 

These are some of the aims and proposals of a Repub- 
lican administration that would enter office under a pledge 











































tng 


SS beet et ite nl 


pe 


Dam wag, 


: 
- 
: 
i 
et 
ie. 








670 


Vital Speeches of the Day 





to conduct the public business with honesty, frugality, cour- 
age and common sense. 

In common with all my countrymen, I look forward to 
the America that is to be. 

It should be a nation in which the old, wrong things 
are going out and the new, right things are coming in. 

It should be a country which produces more and more 
until there is plenty for all, and with a fair chance for all 
to earn their share. 

It should be a land in which equal opportunity shall 
prevail and special privilege shall have no place. 


It should be an America that shall bring to bear the 
whole of her great spiritual force in a common effort to 
drive the curse of war from the earth; an America that, for 
the sake of all mankind as well as ourselves, shall never lose 
the faith that human freedom is a practical ideal. 

It is in these aims and in these works that I vision the 
manifest destiny of America. Everything we need for their 
realization we can find, I firmly believe, within the prin- 
ciples under which this nation has grown to greatness. God 
grant us, one and all, the strength and the wisdom to do our 
part in bringing these things to pass. 


The Moral Crisis of Democracy 


MUST WE ACCEPT COMPLETE SOCIALIZATION? 
By JAMES ROWLAND ANGELL, President, Yale University 
In Woolsey Hall, New Haven, Conn., June 14, 1936 
(COURTESY YALE ALUMNI WEEKLY) 


N the Gospels are found these texts: “Man shall not 

live by bread alone, but by every word that proceedeth 

out of the mouth of God.” (Matt. 4.4.) “What shall 
it profit a man if he gain the whole world and lose his own 
soul.” (Mark 8.36.) 

The cardinal character of the spiritual element in life is 
dramatically set forth in these familiar sayings of our Lord. 
The thought they embody is my theme in this address, which 
may seem to wander far afield into purely secular and highly 
controversial bypaths, but in purpose will never be far re- 
moved from the central topic and at the end will definitely 
return to it again. 

No thoughtful man can look abroad upon this troubled 
world in which we dwell and fail to mark the spiritual 
drought from which it suffers. Our times are wont to seek 
the causes of distress in economic or political forces, and 
transparently such factors have played a decisive part in 
bringing us to our present miserable pass. That granaries 
should be bursting, while hunger stalks in the land; that 
essential goods should rot in warehouses, while men are des- 
titute of means to buy; that thousands are out of work, 
because factories are idle; that mother earth’s indomitable 
fertility must be restrained, lest farmers lose their market; 
such things argue an industrial and economic lunacy which 
cannot have relief until unselfish intelligence deals ade- 
quately with the problem. That millions of men are herded 
into armies to kill other millions with whom they have no 
quarrel, equally argues a political insanity which may derive 
from economic motives, open or concealed, or may reflect the 
sheer manic egotism of dictators seeking the prestige of mili- 
tary conquests. But, however imperative the political urge 
to do the things which have led to all these tragedies, how- 
ever indispensable may be adroit practical devices to improve 
our social-economic processes, ultimately it seems to me clear 
that only a moral and spiritual renaissance will serve defi- 
nitely to turn the hands of progress forward once again. 

It is to certain features of the situation as it applies to 
our own American problem that I invite your attention for 
a few moments. I speak of the moral crisis of democracy. 

We stand at the threshold of another great chapter of 
our national history. The citizen of a democracy has no 
more crucial duty to perform than the conscientious exercise 


of the suffrage, and this we shall presently be called upon 
to do in choosing anew a chief magistrate and in determin- 
ing the policies which we shall expect him and his colleagues 
to pursue. 

I am no alarmist, for I have profound faith in the ulti- 
mate common sense of our American folk, but I agree with 
those who feel that we are today at a critical crossroads in 
our national development. Unlike some observers, I think 
the choice which faces us is distinctly more than that be- 
tween giving additional favors to the little man as against 
giving more to the big man. It is not merely the fate of 
either of these men, but rather the whole nature and quality 
of the social order that is involved. Not least important is 
the forgotten spiritual man, for certain of the trends which 
have been dominant of late abroad and which are surrepti- 
tiously intruding themselves here, are definitely destructive 
to many of the highest values which belong to education, to 
religion, and to the ultimate ethical ideals of the race. It is 
this circumstance which warrants my discussing some phases 
of the matter on an occasion like this. 

And let me say at the outset as forcefully as I can, that 
I am neither attacking nor defending any particular person 
or party. The issues are of a kind that cut squarely across 
party lines, transcend all mere partisanship and touch men’s 
fundamental philosophy of life and government. Even if in 
the meantime the issues become obscured, as through political 
timidity and chicanery so often occurs, we shall in these 
weeks just ahead be measurably deciding, as we have had no 
like occasion to do since the Civil War, what in the imme- 
diate future Americanism is to be and to mean. 

Despite a good deal of loose talk, few sensible persons 
expect us to go over in the immediate future to a dictator- 
ship or a totalitarian state; but the disposition among im- 
portant groups to move definitely and at once in the direc- 
tion of such a state is unmistakable, as is their corrosive 
effort to drive between classes a wedge of bitter hatred and 
distrust. Should the trend once gain momentum, it would 
be extremely difficult to check, and, such a political order 
once established, there can be little question as to the de- 
structive effects it would have on many of our most invalu- 
able moral possessions. It surely behooves us to consider 
impartially certain of the aspects of such a program, and 
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equally impartially must we weigh the consequences for 
these same possessions which might result from a violently 
reactionary movement. 

Nearly ‘all the issues at stake in one form or another 
have been recently in the focus of active political ferment 
in European countries. Secular problems they are, but they 
are commonly treated as though they were exclusively eco- 
nomic and political in character, while in fact, as has been 
intimated, they are deeply saturated with ethical and spir- 
itual elements, and it is certain that they cannot be disposed 
of in any final and satisfactory form without due regard to 
the fate of those values. One has merely to name some of 
the more urgent and familiar of these questions to bring the 
whole situation freshly to mind. 

For example, how is the plight of the unemployed to be 
dealt with, including the matter of wages and hours; is it 
to be handled exclusively by the central government, or by 
the states and the local municipalities; and in either case 
can we hope for any ultimate elimination of the problem? 
Are public works to be indefinitely multiplied solely as a 
means of giving needy men a living wage, and in entire 
disregard of the real need for such works, or of their effects 
upon established enterprise; or are there other and better 
ways of solving the problem? In the effort to redistribute 
wealth more justly, shall all substantial aggregations of 
private property be taxed out of existence? Is the control 
of industry and agriculture and commerce to pass entirely 
under the Federal Government and ultimately perhaps own- 
ership also? If this were done, might the profit motive be 
forced out of human relations; and, if so, could we be sure 
that anything permanently better would take its place; and 
that we should not be over-run and oppressed by a gigantic 
bureaucracy in which corruption and inefficiency would in- 
evitably flourish? Is foreign commerce to be fostered by 
moderating our tariffs and by negotiating reciprocal trade 
agreements, or shall we build still higher walls of national 
self-sufficiency and exclusiveness? Are we, in the face of 
universal human experience, to yield to the hocus-pocus of 
the lunatic fringe and juggle with our monetary system as 
the easiest way to secure a specious prosperity? Shall we 
follow the benign Dr. Townsend and achieve social security 
by an old-age pension system which would have delighted 
the White Knight and might well have been invented by 
him? These and dozens of other practical questions are in 
the forefront of discussion and controversy, including the 
relations of the judiciary to the legislative arm of the gov- 
ernment and the relations of the executive to both. Under 
the guise of these specific problems, which are indeed com- 
pelling and unavoidable, we are in reality facing much larger 
and far more enduring issues affecting the direction which 
civilization is to take in the western world and more par- 
ticularly the character of our own national future, and the 
kind of culture and social order which shall be encouraged. 

In our racial line of descent, we are derived from stock 
which has been peculiarly jealous of personal liberty, but 
which has nevertheless managed to work out a type of social 
control which we term democratic, although in form it is a 
constitutional republic, with the tradition of private prop- 
erty deeply imbedded in its social structure. Though 
founded upon the doctrinaire premise that all men are born 
free and equal and upon the principle that government de- 
rives its just authority and power from the consent of the 


governed, our nation countenanced and for nearly a century 
protected slavery, and it has managed to rationalize a num- 
ber of ventures of territorial conquest. It governs even 
today in territories where it entered by force and quite with- 
out the consent of the inhabitants. Yet, despite these 
anomalies in its practice, when compared with its announced 
doctrines, it has managed to safeguard many of the most 
precious heritages of the race, including religious liberty and 
an extraordinary measure of personal freedom, and it has 
given happiness and peace to its people in a degree hardly 
ever equalled elsewhere in human history and certainly never 
on so gigantic a scale. Recognizing frankly its limitations 
and defects, any essential change in the principles embodied 
in it would properly become a source of the most justifiable 
solicitude. 

What we now face, in no small measure as a result of 
perplexities introduced into our national life by our deliber- 
ate encouragement of big scale capitalistic industry, with all 
its repercussions on commerce and agriculture, the whole 
situation profoundly aggravated by the world-wide after- 
math of the Great War, is the problem whether we must 
resign ourselves to a completer socialization of our resources 
and methods than heretofore, a larger surrender of individ- 
ual privilege than we have been accustomed to regard as our 
intrinsic right as citizens. By slow development in the last 
half-century, we had become reconciled to drawing a line 
between such business enterprises as were clearly infected 
with a public interest, like railroads and public utilities, and 
such as were not. In the last few years, for reasons which 
have seemed to those in power wise and indeed inevitable, 
government has steadily sought to extend the area thus con- 
tained within its jurisdiction, and unless public opinion be 
clearly registered as opposed to further similar encroach- 
ment, it may confidently be expected to spread until in effect, 
whatever the name, we shall have something closely resem- 
bling a totalitarian state. 

The most critical question then with which contempo- 
rary conditions present us is this: Is it impossible for men 
at our stage of cultural evolution to enjoy the kind of free- 
dom which our American democracy has sought to assure, 
because forsooth there is too little foresight and imagination 
and too great selfishness to render possible under such a 
regime a generous and humane administration of the great 
enterprises upon which society depends for food and raimant 
and shelter? Or putting it differently, one may ask: Why 
has this increasing invasion of old-fashioned personal liberty 
occurred? Is individual human intelligence incompetent to 
cope with issues of such complexity and magnitude as mod- 
ern industry, commerce and agriculture present, or is it that 
when individuals—personal or corporate—are left to them- 
selves, they are too selfish, or too shortsighted, to deal justly 
with all the interests involved? If the answer is “Yes, they 
are incompetent, or hopelessly selfish, or both,” then the only 
alternative would appear to be some kind of autocratic social 
control, disastrous as this is likely in many respects to prove. 

The ethical corollary of freedom is moral responsibility, 
and, without a sensitive conscience and a high conception of 
duty, freedom may prove a curse, both to its possessor and 
to his victims. Whether we have enjoyed more personal 
freedom than we were intellectually and morally ready to 
exercise is a fair and crucial question. If wholesale govern- 
mental coercion be necessary in order to assure decent con- 
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ditions of life in commerce, industry, and agriculture, then 
whatever the name given to the administrative procedure 
adopted, we shall in fact find ourselves turning toward 
fascism, or some other form of the totalitarian state. No 
such state has as yet appeared which was not in fact a dic- 
tatorship, and when absolutism of this kind comes into 
power, democracy inevitably perishes. 

Whatever reply in the fulness of time we as a nation 
give to these questions, we know all too well what elsewhere 
in the world has occurred when dictatorship has arisen, 
whether exercised by a person or a party. Despite some 
apparent advantages in the conduct of the practical affairs of 
life, with increase of comfort and happiness for certain por- 
tions at least of the population, freedom of thought and 
speech and conscience, freedom of religious belief and wor- 
ship, begin to disappear. Terrorism supervenes. Men dare 
not utter their honest convictions. The universities are 
emasculated. Ruthless racial discrimination is imposed. 
Great scholars are banished. Freedom of teaching is out- 
lawed and in place of true temples of the spirit of truth, 
one finds propaganda factories. To be sure, every complete 
absolutism of which we have historic record has sooner or 
later died of its own excesses and there seems no reason to 
doubt that this will occur again, however successful such 
forms of government may temporarily appear to be. This 
is a fact we may well recall, should we ever be seriously 
tempted to tread this path. 

If the tendencies which have begun here and have gone 
to such extremes abroad could stop on the economic and 
political levels, I should hardly have ventured to use this 
particular occasion to discuss them. But with the lessons 
before us drawn from recent events in some of the most 
highly intelligent nations of Europe, and with political con- 
ditions what they are in this country, I cannot disabuse my 
mind of the belief that any actual approach to a general 
control by government over our economic interests would 
quickly extend to education and then to religion and the 
whole range of higher human activities. A political autoc- 
racy that proposes to regiment all the details of business life 
cannot tolerate criticism and the more dogmatic the grounds 
on which it rests its claims, the more impatient will it be of 
opposition. Furthermore, a power that is absolute in one 
administrative area tends inevitably to extend its control as 
far as it can, and this without regard to the limiting provi- 
sions of any plan under which it may have been established. 

Should we by any turn of the wheel of chance acquire 
an actual autocracy, the university would be one of the first 
objects of attack, as has indeed occurred abroad, for it is 
traditionally the home of freedom of thought and speech, of 
teaching and research, and such freedom is a constant poten- 
tial menace to a totalitarian regime. The endowed univer- 
sity as we know it in this country, already under grave 
attack by taxation, would not only be disciplined the moment 
any political heresy emanated from its teachers or students, 
but it would also, with substantial certainty, be taken over 
by the state. And thus would end one of the most invalu- 
able human institutions that our country has produced. 
There would be literally nothing to take its place, for even 
the most fortunate state university depends to some extent 
upon the capricious favor of the electorate and under an 
autocratic government that would mean ruinous subserviency 
to the rulers in power. We have seen this tragic process in 








operation in Russia and Italy and Germany. That this pre- 
diction is no mere idle nightmare may be suggested by the 
fact that conspicuous American advocates of the collectivist 
state frankly cherish such measures as a part of their pro- 
gram. Moreover, the readiness of many ill-advised agencies 
to interfere in education has been humiliatingly demonstrated 
again and again in our recent history—sometimes by religious 
bigots, sometimes by self-appointed patriots, sometimes by 
disciples of pacifism and left-wing social movements. "To 
none of them apparently does the freedom of education from 
partisan pressure mean anything, and the public schools 
under a totalitarian program would instantly become organs 
of propaganda. Needless to say, all private schools, whether 
under religious or secular auspices, would as promptly as 
possible be abolished or converted into public schools. 

Religion might conceivably be more gently treated than 
education, and at the outset doubtless would be, but its days 
of independence would assuredly be numbered and with the 
muzzling of the Church would go freedom of conscience 
and worship. 

Let any one, who supposes that the practice of gross or- 
ganized cruelty to compel compliance with political, religious 
or social views is impossible in this country, consult the rec- 
ords of the Ku Klux Klan, the story of the Tampa floggings, 
the history of gang murders, the revelations of the plans and 
activities of the incredible Black Legion in Detroit. These 
are episodes mortifying to national pride and no doubt in a 
sense exceptional, but at least they serve to show how thin 
is the crust that separates our civilized communities from the 
barbarities of the savage. The Church of Rome has re- 
peatedly been a target for such criminal organizations. Why 
should Protestantism, with its insistence on individual free- 
dom of conscience, be immune, if a dictatorial state once 
comes into power? In Germany certainly it has.not escaped. 
Highly civilized Austria, and Germany, and Italy, less civ- 
ilized Russia, have all in recent years offered nauseating 
examples of what vengeful human nature is capable of when 
once the leash of decency and self-restraint is slipped, or 
when stark terror takes command. A distinguished Yale 
author has within a few months painted a gruesome picture 
of these possibilities in the United States. 

Now to most hard-headed citizens all such talk seems 
ridiculous balderdash when applied to contemporary Amer- 
ica, and let us hope that it may so prove; but I am convinced 
that no intelligent person can thoughtfully contemplate the 
transformation of our democracy into an essentially totali- 
tarian state, even though it occurred slowly and under some 
innocuous label, without feeling certain that the most in- 
valuable of our intellectual and spiritual possessions would 
presently be crippled and ultimately destroyed. The instant 
question is, however, not so much whether these conse- 
quences would follow, but whether we shall allow the na- 
tion to drift further toward becoming such a state. The 
fear that this may occur is unhappily neither balderdash nor 
wholly unwarranted, for the process has already begun, and 
not the least menacing aspect of the matter is that, before 
our people in general realize what is actually occurring, such 
a drift may go too far to render an orderly retreat easily 
practicable. 

Looking on the other side of the shield, it must be re- 
membered that there are cynical critics aplenty who assert 
that at present both education and religion are under bonds 
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to entrenched capitalism, that neither is in any thorough- 
going intellectual sense objective-minded and free of the bias 
created by past indebtedness to the privileged rich and by a 
lively sense of favors to come. The truth of such assertions, 
each must judge for himself. As part of the institutional 
life of a people living under a capitalistic economic order, 
there are probably particular episodes to be cited which 
would give some color to such comments. But in any sense 
implying conscious subserviency to selfish interests, whether 
political or economic, I am sure that charges of this kind 
are in general both unfair and untrue. Nevertheless the 
danger of a totalitarian type of state, with the menace which 
it unquestionably holds for education and religion is not the 
only one which threatens us. Equally unwholesome and 
even dangerous would be a return to the unmitigated 
frontier individualism of an earlier generation, with each 
man claiming to be a law unto himself, free to pursue any 
course which seemed to him good, regardless of the number 
of his fellows whom he ruined. No small portion of our 
present plight is attributable to the rather stupid failure on 
the part of those possessing political and economic power to 
realize how anachronistic this attitude has long been. Nor 
could we look with anything but anxious dismay upon a res- 
toration of the essentially monopolistic privileges which many 
great financial interests had acquired under our earlier 
political and social development. An extreme reactionary 
policy of that kind might be as disastrous for our deepest 
national welfare as the establishment of a dictatorial state, 
for it would inflame ancient grievances and might well pro- 
voke revolutionary violence directed against insufferable in- 
justice. 

Weighing all these matters, it would appear to me that 
the gravest danger with which we are confron‘ed is the pos- 
sible lack of sufficient moral insight to recognize that, if we 
wish to salvage the high and indubitable advantages of a 
free democracy, we must breed a sufficiently vivid form of 
intelligent social altruism voluntarily to forego some of the 
individual prerogatives which in a simpler day we could 
properly and successfully claim. Certainly we cannot under 
our democratic form of government expect to enjoy freedom 
of conscience and worship, freedom of thought and speech, 
freedom of press and radio, freedom of teaching and re- 
search and all the other libertarian blessings we so deeply 
cherish, unless we are prepared to conduct our business and 
political enterprises of every kind, both large and small, in 
such a spirit that human health and happiness and self-respect 
are safeguarded, that unequivocal human opportunity is as- 
sured to every child, that the good things of life are dis- 
tributed with reasonable justice and with due regard to the 
social service actually rendered, and that needless cruelty of 
every kind, whether physical or mental, be effectively pre- 
vented, and especially the exploitation of the weak by the 
strong. If we cannot measurably achieve these things under 
our democracy, then I say again we may look for some form 
of dictatorial control and with its coming the destruction 
of many of the highest spiritual values in life. 

Some middle course must be found and surely can be 
discovered. Compromise always seems pusillanimous to the 
“bitter-ender.” It suggests abandoning what you are con- 


vinced is right because you are too timid to demand it. Such 
persons take great comfort in the doctrine that the better 
In fact, however, sane and 


is often the enemy of the best. 








honest compromise is perhaps the most indispensable weapon 
in the armory of a democracy. To coerce by force is contrary 
to the inner spirit of democratic government; and if coercion 
be not employed, the alternatives in time of crisis are either 
paralysis and inertia, or compromise, which widely used, 
always renders further progress possible. And the progress 
which today most requires to be made is unquestionably in 
the area of the ethical. 

The same type of problem, though far more difficult to 
solve than the purely domestic ones of which we have been 
speaking, is involved in those international adjustments upon 
which rest the issues of war and peace. An unbridled na- 
tionalism, such as we have lately seen running amuck in 
various parts of the world, selfishly claiming everything for 
itself, spotless virtue along with the rest, conceding neither 
moral decency nor economic honesty to any other nation— 
such paranoiac nationalism, of which we have had more than 
a few faint echoes on this side of the water, if allowed its 
head, will ultimately reduce civilization to a mere shambles, 
from which nothing but obscene horror can emerge. Yet 
collective security is something of which we will hear noth- 
ing, an objective toward which we will contribute nothing, 
save weak and grudging lip service, and not much of that 
beyond a few innocuous platitudes. Nominally we desire a 
peace, but we are not willing to pay much for it except in 
terms of battleships and army corps, which by the way have 
not prevented our participating in five wars in our century 
and a half of national existence, and in two cases at least 
with shattering consequences for our subsequent economic 
life. 

Many of my hearers, who are perhaps oblivious to the 
constant evolution going on in religion, may be unprepared 
to hear me say that I share with many others far wiser the 
feeling that our world has today no greater need than a 
vigorous revival of true religion, one in which every class 
and every community should share. Yet this is my con- 
sidered conviction. By this I naturally do not mean to 
suggest recourse to the superstitions of primitive religion, 
with its medicine man, its fetishes and taboos, nor have I 
in mind a resuscitation of out-worn creeds, much less a fresh 
resurgence of mysticism and obscurantism, although in our 
hard-boiled, ethically superficial and cynical age even this 
might, in moderation, be helpful. But I do mean the spread 
among our people, and especially among our youth, of a 
clear conviction that no enduring solution of our human 
troubles can be reached which is not based on a vital rever- 
ence for the highest values in human life, values which are 
always at the center of true religion, and upon a specific 
intellectual recognition of the fact that spiritual and ethical 
forces lie literally at the heart of the universe. If this be 
true, it means that all policies which flagrantly disregard, or 
mock at, these forces are arrayed against the inner nature 
of reality itself and ultimately will fail. It means that jus- 
tice is never permanently defeated, love is never finally over- 
come. When they are snubbed, or forgotten, or cast out, 
society begins to disintegrate. Together with the other basic 
moral and spiritual qualities, they are absolutely essential to 
a sound and happy social order. 

You may not believe this, and there lacks time to debate 
the issue, but I think it is the essence of the belief of the 
greatest minds now living, as it has been of those who have 
lived in the past. Authority is a hazardous power to which 
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to appeal in matters of faith, but, while there are vigorous 
voices heard in dissent, the most eminent thinkers of our 
day, both scientific and philosophic, are largely ranged under 
this banner. The old-fashioned materialist, with his dog- 
matic allegiance to a fortuitous world of atoms aimlessly 
tumbling in the void is almost extinct. Less infrequent is 
the moral agnostic, but for the most part he is either a pure 
egocentric sensualist, or a moral craven hiding his intrinsic 
selfishness behind the screen of an intellectual camouflage. 

Certain it is that law alone, however wise, will not 
serve; nor mere social and economic planning, however 
clever. Adequate food and decent shelter will not of them- 
selves meet the issue, nor even a better distribution of 
wealth. These are all necessary, but it is forever true that 
man does not live by bread alone and unless there be gen- 
erated in the great mass of men something approaching the: 
spirit of the Christ of the New Testament, we shall simply’ 
have one kind of jealousy and hatred and discontent sub- 
stituted for another. You cannot really cure the ills of the 
social order without also healing the moral and spiritual ail- 
ments of the individual. Lust and greed and malice, hatred 
and envy we too often forget in our grandiose programs for 
social and political salvation. But neglected they will al- 
ways return to vex us and to wreck all plans no matter 
how shrewd, which leave them out of account. No sound 
philosophy of life can overlook the deep-lying instincts in 
human nature from which they derive. True religion has 
always known this and we spurn its insights at our peril. 

I venture to bring all this to your notice on the last 
Sunday of your undergraduate life, because I honestly know 
of nothing more important at the moment for the welfare 
of the nation, for the spiritual fate of mankind; and I have 
been especially moved to do so because the great hope of the 
future is in the generation to which you belong. You com- 
mand the clear-eyed idealism of youth, to whom the world 
has always had to look for its salvation. Few of you at 
most have been rendered hopelessly cynical by the callous 
indifference to moral values so characteristic of many of 
your elders. You have optimism as your birthright and you 
have courage, the impulse to justice, and the native gener- 
osity and sympathy for the underdog, which almost all young 
people display and particularly those who have had the bene- 
fits of education. Even the depression has not crushed your 
spirit, however cruelly it has borne upon you and yours. 
Moreover you have well-trained minds not easily stampeded 


- by mere prejudice and emotional appeal, not easily deceived 


by distortion and misrepresentation of facts. All these qual- 
ities fit you to play a decisive part in the years just ahead. 

The old Yale Charter, as you well know, speaks of train- 
ing youth for service in church and civil state. Both church 
and state need your help now as rarely before—the church, 
that it may enlist more persons of high character and disci- 


plined intelligence in its constant struggle to keep before 


men’s minds the cleansing vigor of self-imposed discipline over 
appetite and passion, the irreplaceable values of decent, up- 
right and unselfish living; the peace and calm of spirit which 
flow from deep religious faith, the moral dreariness insep- 
arable from the lack of it—the state, that it may recruit 
the finest of the oncoming generation for the struggle to 
bring dignity and happiness into the life of even the hum- 
blest citizen and to protect human liberty against every effort 
to destroy it. All this creates a matchless challenge to men 





willing to cast themselves unreservedly into the effort to 
build a saner and more generous world. ‘The stakes are 
high, the risks are real, the instant reward may well be 
small. But to do one’s full share in a great job like this, 
involving as it does the welfare of millions of people, and 
quite conceivably the fate of the nation, is a thing on which 
no spirited youth can turn his back. I have no fear of your 
course. The Yale breed, time immemorial,-have been men 
of courage and daring, avid of adventure, ready to face peril, 
and among them have ever been those who knew the glori- 
ous abandon of giving themselves body and soul to a great 
cause. Your group is no exception to this honorable tradi- 
tion. 

Like other men, to kindle the flames of imagination and 
resolution, you need the inspiration of a dominating and 
dynamic ideal. This can hardly be extracted from any 
purely private code. You need the drive and uplift, the 
“surge and thunder” of a great historic tradition, reflected 
in the devoted lives of myriads of men who have gone be- 
fore you. I know not where you may find that so fully as 
in the two great commands upon which Christendom has 
builded, thus far to be sure with pathetic imperfection, but 
ever with fresh hope and pregnant faith. Thou shalt love 
the Lord thy God with all thy heart, and all thy soul, and 
all thy strength, and with all thy mind, and thy neighbor 
as thyself. The first command translated into practice 
means that you give your reverent homage to the best you 
know and feel, the best you can discover. Less you cannot 
do with full moral self-respect; more you cannot do even 
though you would. What it means to love your neighbor 
as yourself is painfully clear and to no generation has its 
application been more crucial, whether in personal, national 
or international affairs. Taken together, these commands 
give both moral position and direction. They serve to orient 
both men and nations. They set a standard well beyond 
man’s normal reach, but assuredly they also set a goal to- 
ward which honest men can honorably strive, and every 
forward step on the road marks a real advance in the up- 
ward course of man. Some of you have already accepted as 
your own these ancient and familiar teachings of the man 
Jesus and have given your allegiance to his matchless and 
radiant personality. Others of you have not. Certain of 
you are followers of other faiths. In any case, the intel- 
lectual and moral issues these precepts raise you can avoid 
only by refusing to face them—a stultifying form of spiritual 
evasion which no educated man should long be able to tol- 
erate. There are, to my knowledge, no other principles of 
human conduct which sincerely accepted are so capable of 
transforming human society. Reverently I commend them 
to you for today, and tomorrow, and for all the years to 
come; for what shall it profit a man to gain the whole 
world and lose his own soul? 

Gentlemen of the Graduating Class: 

Yale salutes you as you leave her halls. She has given 
you of her best. To you has passed something of her im- 
perishable spirit, and you are become her sons in more than 
name alone. She gives you her affectionate benediction and 
wishes you Godspeed, that honor and loyalty and unswerv- 
ing devotion to the truth may attend you all your days. So 
shall your names be held with proud remembrance in her 
halls. So shall your lives be worthy of the noble destiny 
intended by God. 
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By JOHN L. LEWIS, President, United Mine Workers of America 
Over N. B. C., July 6, 1936 


(TEXT SUPPLIED BY THE AUTHOR) 


fellow Americans. My voice tonight will be the voice 

of millions of men and of women employed in America’s 
industries, heretofore unorganized, economically exploited 
and inarticulate. I speak for the Committee for Industrial 
Organization, which has honored me with its chairmanship 
and with which are associated twelve great National and In- 
ternational Unions. These unions have a membership in 
excess of one million persons, who to a greater or lesser 
degree enjoy the privileges of self-organization and collective 
bargaining. They reflect adequately the sentiment, hopes 
and aspirations of those thirty million additional Americans 
employed in the complex processes of our domestic economy 
who heretofore have been denied by industry and finance the 
privilege of collective organization and collective participa- 
tion in the arbitrary fixation of their economic status. Let 
him doubt who will that tonight I portray the ceaseless 
yearning of their hearts and the ambitions of their minds. 
Let him who will, be he economic tyrant or sordid mer- 
cenary, pit his strength against this mighty upsurge of human 
sentiment now being crystallized in the hearts of thirty mil- 
lions of workers who clamor for the establishment of indus- 
trial democracy and for participation in its tangible fruits. 
He is a mad man or a fool who believes that this river of 
human sentiment, flowing as it does from the hearts of these 
thirty millions, who with their dependents constitute two- 
thirds of the population of the United States of America, 
can be dammed or impounded by the erection of arbitrary 
barriers of restraint. Such barriers, whether they be instru- 
mentalities of corporate control, financial intrigue or judi- 
cial interdict, will burst asunder and inevitzbly destroy the 
pernicious forces which attempt to create them. 

I salute the members of my own union as they listen 
tonight in every mining community on this continent. From 
the Warrior River in the southland up through the great 
Appalachian range to the island of Cape Breton, they listen. 
Across our parched mid-western plains to the slopes of the 
Rockies and the Cascades, and to the far province of Sas- 
katchewan, they are at attention. To them, whose servant 
I am, I express my pride in their courage and loyalty. They 
are the household troops of the great movement for indus- 
trial democracy and from their collective sentiment and 
crystallized power I derive my strength. In their daily call- 
ing the mine workers toil with the spectre, death, ever at 
their side and the women of the mining camps share their 
Spartan fortitude. Enduring hardship, inured to danger, 
contemptuous of death, breathing the air of freedom, is there 
anyone who believes that the men of the mines will flinch 
in the face of the battle for industrial democracy which now 
impends in America? 


I SALUTE the hosts of labor who listen. I greet my 


The American Iron and Steel Institute last week pub- 
lished a full page advertisement in 375 newspapers, at an 
estimated cost of one-half million of dollars. 


Its purpose 


was to justify the outmoded labor policy of the Institute 
and to announce the determination of the steel corporations 
to oppose the campaign now in progress for the organization 
of the workers in the iron and steel industry. That state- 
ment is sinister in its implications; it is designed to be ter- 
rifying to the minds of those who fail to accept the theory 
that the financial interests behind the steel corporations shall 
be regarded as the omnipresent overlord of industrial 
America. That statement amounts to a declaration of in- 
dustrial and civil war. It controvenes the law! It pledges 
the vast resources of the industry against the right of its 
workers to engage in self-organization or modern collective 
bargaining. The announcement has fallen short of its pur- 
pose. The bolt has missed the target. Its impact upon the 
public is best exemplified by a statement published on July 
fourth from the facile pen of Mr. Walter Lippmann, famed 
commentator and interpreter of public events, which ap- 
peared in the columns of a New York newspaper friendly 
to the policies of the steel empire. Mr. Lippmann says, in 
part, as follows: 

“There is a growing conviction that the steel industry 
is a conspicuous example of how free competition and in- 
dependent management have been suppressed by private 
regimentation. Certainly it would be no exaggeration to 
say that the price structure of the steel industry during 
the depression has exhibited all the obvious symptoms of 
some sort of centralized control, that steel prices, as evi- 
denced by their remarkable rigidity and their notable 
similarity, have not behaved as one would expect them to 
behave if supply and demand were allowed to operate in 
a free market. And now, on top of this, we find the 
American Iron and Steel Institute undertaking to formu- 
late a labor policy for all the allegedly independent and 
competing steel plants of the country, announcing from a 
central point how all the managers of all these enterprises 
will deal with their employees.” 


The conservative Washington Post, published by Mr. 
Eugene Meyer, on July 5th, editorially said, in part, as 
follows: 

“Before the present tension increases, therefore, it 
would be well for the steel industry to realize that the 
public is vitally interested in the apparent intention to dic- 


tate exactly what form of organization its employes may 
be allowed.” 


The American Iron and Steel Institute boasts that it 
includes ninety-five per cent of the steel production of the 
country and represents an associate corporate investment of 
$5,000,000,000. This gigantic financial and industrial com- 
bination announces that its members “are ready to employ 
their resources to the full” to prevent the independent or- 
ganization of their employees. It controvenes the law! 

It may be admitted that the corporations associated in 
this Institute speak with one voice. In the so-called com- 
petitive bidding of these combinations on government con- 
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tracts, it has repeatedly appeared that prices submitted were 
uniform even to the third decimal. The press has stated 
that the rejection of bids and readvertising brought the same 
unanimity on submitted prices. And now the Institute has 


undertaken to voice for its members a common policy in 


dealing with all the workers in this industry. It is idle to 
moralize over the abstract relations between an employer and 
his employee. ‘This is an issue between an industry clearly 
organized on its management side and the 500,000 men 
upon whose toil the whole structure depends. The question 
is whether these men shall have freedom of organization for 
the purpose of protecting their interest in this colossal 
economic organism. 

The Institute says that it favors the right of organiza- 
tion among its employees without coercion from any source. 
What coercion can the representatives of organized labor 
exert upon the workers in these plants, and what appeal can 
they make to them except the appeal that they bring them- 
selves within the organized labor movement for their own 
protection and for the common good of those who toil. The 
Institute does not propose to meet that argument; it does 
not propose to trust in the independent action of the steel 
workers; it does not intend to grant them the free liberty 
of organization. Interference and coercion of employees 
trying to organize, come from the economic advantages held 
by the employer. In the steel industry it is manifested in 
an elaborate system of spies, and in a studied discharge of 
those who advocate any form of organization displeasing to 
the management. It is shown by confining all yearning for 
organization to make-believe company unions, controlled 
and dominated by the management itself. This coercion is 
finally shown in the implied threat of a black-list which 
attends the announcement of a joint and common policy for 
all the steel corporations of this country. 

Why shouldn’t organized labor throw its influence into 
this unequal situation? What chance have the steel workers 
to form a free and independent organization without the aid 
of organized labor? What opportunity will they have to 
bargain collectively through representatives of their own 
choosing except by the formation of an organization free 
from management control? 

‘These company unions are pious pretexts for denying 


the steel workers the right of organization. Their consti- 


tutions and by-laws are drawn by lawyers for the company. 
No changes can be made without the company approval. 
The officials are selected under company supervision. No 
method of independent wage negotiation is provided. No 
wage contracts have in fact been made between the com- 
panies and their employees under the company union plan. 

‘The statement of The Institute is an open warning to 
representatives of recognized and firmly established labor 
unions that if by any legal and peaceful methods—public 
meetings, personal solicitations, or otherwise—they are so 
bold as to attempt to persuade steel workers to become mem- 
bers of recognized, standard labor unions, the brutal and 
ruthless forces of the steel oligarchy will be unloosed against 
them. From bitter experience we know what this means. 
It means that meetings of steel employees will be disrupted 
by thugs and hoodlums employed by the steel corporations; 
that the organizers themselves will be brutally beaten; that 
the police and judicial authorities of steel manufacturing 
communities, who are designated and dominated by the steel 





companies, will be used to arrest labor union organizers, to 
imprison them on false charges, to maltreat them cruelly 
while imprisoned, and in many cases forcibly to drive them 
from the community. 


Moreover, it is to be emphasized that when the pro- 
nouncement of the Steel Institute states it “fears” industrial 
strife and dislocations may develop, it really means that as 
the organizing campaign of our Committee is meeting with 
success, the steel corporations themselves, through their 
private legions of armed guards, despicable under-cover spies, 
and agents provocateurs will deliberately provoke strife and 
bloodshed, and attempt to place the blame for its occurrence 
upon the representatives of legitimate labor. 


In this connection, I wish to add with all earnestness 
at my command, that if any strike, violence or bloodshed 
occurs as a result of the present effort of our Committee to 
organize the steel workers, it will not arise from our or- 
ganizers or their activities. We shall pursue our purpose 
relentlessly but legally and peacefully. 


I wish also solemnly to warn those who represent the 
steel industry, that their unlawful, ruthless tactics of former 
years will not be tolerated by our Committee. This organi- 
zation drive in the steel industry will be conducted in full, 
open gaze of the public; or, in other words, through the 
radio and the press, the public will be continuously informed. 


We have also taken measures to protect our people. We 
shall also bring to justice anyone in the steel industry who 
is guilty of lawlessness. This does not mean merely the 
subordinate officials of the steel corporations, their armed 
guards, or other hirelings or mercenaries. It means that we 
shall hold to accountability those who are really responsible 
—bankers, directors and officials of the steel corporations— 
those who really formulate policies and methods—from J. 
P. Morgan and Company, which controls the United States 
Steel Corporation, down through other bankers, directors 
and officials of less powerful, but important, steel corpora- 
tions, to the lowest member of the hierarchy. 


The statement of the steel industry calls attention to 
the fact that under their company union plans no dues are 
required from employees. The company pays all of the ex- 
penses of these miserable subterfuges. They pay these ex- 
penses to secure an advantage over their employees. The 
cost of maintaining a company union is trifling, compared to 
the savings it affords in pay-rolls. These companies assert 
a determination to see that their employees belong to no 
labor union which maintains itself by dues. Smug in their 
own control over all the labor within their plants, they pro- 
fess to see nothing but a racket in any independent autono- 
mous self-supported organization of their workers. The 
stake involved is not the small contribution that may be 
made by the employees to the union, but in the pay-rolls 
where, on any basis of fair bargaining, millions would be 
added to the wage envelopes of the workers. This is the 
stake, this and the right of labor to have a voice in the fixa- 
tion of its hours and working conditions, and to enter into 
a state of economic and civil freedom befitting men who per- 
form the labor in this great industry. 

Although the industry has produced thousands of mil- 
lionaires, and hundreds of multi-millionaires among bankers, 
promoters, so-called financiers, and steel executives, it has 
never throughout the past 35 years paid a bare subsistence 
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wage, not to mention a living wage, to the great mass of its 
workers. 


The industry has constantly sought to give the impres- 
sion that it pays exceptionally high wages, and so far reach- 
ing and efficient are its means of publicity that this idea is 
widely accepted. 

Actually, there is no basis for this belief. When com- 
parisons are made between the earnings of workers in the 
steel industry and the earnings of workers in other industries 
of a comparable character, the standing of the steel industry 
is at best no more than mediocre and at worst no less than 
disgraceful. 


Thus, in contrast with hourly earnings of 65.6 cents 
in the steel industry in March, 1936, bituminous coal min- 
ing, in the same month was paying 79.3 cents; anthracite 
mining, 83.2 cents; petroleum producing, 77.5 cents; and 
building construction, 79.8 cents. These are all industries 
which, as regards severity of labor and working conditions, 
might be compared with the steel industry. 


The wages paid its common unskilled workers is a good 
test of the liberality of an industry’s wage policy. Put to 
this test, the steel industry makes an extremely bad showing. 
This is made clear by the fact that the steel industry, with 
hourly earnings of 47.9 cents in March, 1936, ranks no 
higher than 14th, and, in the matter of weekly earnings, 
with $16.77 occupies 20th place out of the possible list of 
21 industries for which returns are given by the National 
Industrial Conference Board. 


Still greater proof of the backwardness of the steel in- 
dustry in its wage policy is shown by the returns of the 21 
industries studied by the National Industrial Conference 
Board as to changes in actual and real weekly wages during 
the period, 1923-1936. In this comparison the steel industry 
ranks Jast both as to actual money wages and real wages. 

On the other hand, the profits of the industry have been 
relatively as enormous as its wage payments have been small. 
Greater payments have not been made to wage and salary 
workers because the large monopoly earnings realized have 
been used to pay dividends on fictitious capital stock, to add 
physical values in the way of plant extensions, and to mul- 
tiply the machines that displace human labor. 

Under the wildest flight of imagination, what greater 
injury could be done to steel workers by labor unions or any 
other legitimate agency than is evidenced by this financial 
exploitation by private bankers and promoters! 

By way of sharp contrast to the policy of bankers, pro- 
moters, and directors, it may be said that the Committee for 
Industrial Organization in organizing the steel workers is 
animated by no selfish motives. Its fundamental purpose is 
to be of service to all those who work either by head or 
hand in the mines, quarries, railroads, blast furnaces, and 
mills of the steel industry. 

Our Committee would bring to the steel workers eco- 
nomic and political freedom; a living wage to those lowest 
in the scale of occupations, sufficient for the support of the 
worker and his family in health and modest comfort, and 
sufficient to enable him to send his children to school; to 
own a home and accessories; to provide against sickness, 
death, and the ordinary contingencies of life. In other 
words, a wage sufficient for him to live as an independent 
American citizen with hope and assurance in the future for 












himself and his family. Above this basic wage, our Com- 
mittee believes that differentials should be paid to other 
workers according to skill, training hazard and responsibility. 

There is but one other fundamental motive which the 
Committee for Industrial Organization has for unionizing 
the steel industry. 


It is simple and direct. It is to protect the members 
of our own organization. We know, although we are now 
free men and women, that so long as millions of other in- 
dustrial workers are without economic and political freedom, 
a condition exists which is a menace to our freedom. 

No greater truth, of present day significance, was ever 
stated by a President of the United States, than the declara- 
tion made by President Roosevelt in his speech at Franklin 
Field to the effect that America was really ruled by an 
economic dictatorship which must be eliminated before the 
democratic and economic welfare of all classes of our people 
can be fully realized. 

Along with the evolution and dominance in the eco- 
nomic affairs of the country of large corporate units en- 
gaged in the production and distribution of raw materials 
and manufacturing products on a national scale such as those 
corporations of the steel industry today, there has also con- 
currently developed a highly concentrated control over the 
money, banking, and credit facilities of the country. Its 
power, as the result of exhaustive congressional investiga- 
tions has been shown to rest in the hands “of a small, inner 
group” of New York private bankers and financiers sym- 
bolized and dominated by the New York banking house of 
J. P. Morgan & Company. 


By acting as fiscal agents for our large, national cor- 
porations, this group has been able to place its own repre- 
sentatives on their boards of directors and to determine, as 
in the case of the U. S. Steel Corporation, their financial 
and operating policies. Our basic financial, manufacturing, 
mining, transportation and utility interests have thus been 
brought under domination of this financial cabal. 

In its earlier manifestations—from the beginning of the 
century to the World War—this financial dictatorship was 
named by those who vainly but gallantly fought against it 
—Congressman Lindbergh, the elder LaFollette, President 
Theodore Roosevelt, Justice Brandeis, President Wilson, 
Senator Norris, and a score of other crusaders for democ- 
racy and humanity—as the “Money Trust”, or “The In- 
visible Government.” 

Profiteering during the World War greatly augmented 
the sources and power of this group. Its corporate and 
political control was also greatly extended by the speculative 


excesses of the so-called “New Era” of 1923-1929. 
In his inaugural address of March 4, 1933 President 


Roosevelt, in reviewing essential reforms, referred to the 
fundamental significance of this group by the declaration 
that “The Money-Changers must be driven from the Tem- 
ple.” The Banking and Currency Committee of the United 
States Senate after several years of careful investigation 
later reported, during the summer of 1934, that during the 
post-war decade this financial oligarchy had usurped “the 
wealth stream of the nation to its very capillaries.” 

An economic dictatorship has thus become firmly estab- 
lished in America which at the present time is focusing its 
efforts upon retaining the old system of finance-capitalism 
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which was in operation before the depression and thus pre- 
venting the attainment of political and industrial democracy 
by the people. 

Organized labor in America accepts the challenge of 
the omnipresent overlords of steel to fight for the prize of 
economic freedom and industrial democracy. The issue in- 
volves the security of every man or woman who works for 
a living by hand or by brain. The issue cuts across every 
major economic, social and political problem now pressing 
with incalculable weight upon the 130 millions of people of 
It is an issue of whether the working popula- 
tion of this country shall have a voice in determining their 
destiny or whether they shall serve as indentured servants 
and economic dictatorship which would 
shamelessly exploit our natural resources and debase the 
soul and destroy the pride of a free people. On such an 
issue there car be no compromise for labor or for a thought- 
I call upon the workers in the iron and 
steel industry who are listening to me tonight to throw off 
their shackles of servitude and join the union of their in- 


this nation. 


for a financial 


ful citizenship. 


dustry. I call upon the workers in the textile, lumber, rub- 
ber, automotive and other unorganized industries to join 
with their comrades in the steel industry and forge for them- 
selves the modern instruments of labor wherewith to de- 
mand and secure participation in the increased wealth and 
increased productive efficiency of modern industrial America. 
The more than a million members of the twelve great Na- 
tional and International Unions associated with ‘the Com- 
mittee for Industrial Organization will counsel you and aid 
you in your individual and collective efforts to establish 
yourselves as free men and women in every economic, social 
and political sense. I unhesitatingly place the values repre- 
sented by thirty million human beings engaged in industry 
and their sixty million dependents as being above and supe- 
rior in every moral consideration to the five billions of inani- 
mate dollars represented by the resources of the American 
Iron and Steel Institute or to the additional billions of in- 
animate dollars that perforce may be allied with the empire 
of steel in the impending struggle which the Institute, in 
the brutality of its arrogance, seeks to make inevitable. 


Industry and the Public 


By EUGENE G. GRACE, President, American Iron and Steel Institute 
At Farty-fifth General Meeting, New York, May 28, 1936 


N addressing the members of the steel industry today 

1 am conscious that our most serious problem is the 

problem of all business. Indeed of the American peo- 
ple at large. I refer to the menacing attempts to exercise 
a political control of our economic and personal lives. 

This is not a partisan issue. It is far more impelling 
than that. It is a national issue. We know that administra- 
tions change: We know that Federal power may be used 
one way today and another way tomorrow. We know 
that the same power in the hands of an administration that 
was sympathetic to the best interests of the people could 
equally be used by a reactionary administration to com- 
pletely crush labor and industry. 

While business generally has shown improvement, pro- 
yress toward sound and permanent recovery is being seri- 
ously delayed by continued experimentation and failure to 
recognize the proper functions, needs and accomplishments 
of business and industry. 

We are fully aware that to attain an orderly process 
‘f recovery our economic structure must be revitalized. It 
is not so much a question of what should be done. The 
chief question is how and by whom corrective measures shail 
be applied. 

Shall freedom of initiative and freedom of enterprise 
survive, or shall our social and economic existence be dic- 
tated and controlled by Government? This is the momen- 
tous issue confronting us. 

Business opinion and public opinion in general are not 
in conflict on this fundamental question. Their interests 
are mutually dependent upon a preservation of American 
principles of liberty upon which our country was founded 
and on which it has grown and prospered. 

The philosophy of the American people for a century 





and a half has been freedom as to Government, enterprise 
and citizenship. These are principles that were carefully 
provided for under the terms of our Constitution. 

The framers of our Constitution recognized the dan- 
gers in a political control of our economic life. They wisely 
provided checks and balances on power delegated and divided 
among the legislative, executive and judicial branches of our 
Government. How wisely they planned is daily becoming 
more apparent. When the history of this decade is recorded 
we shall find that the preservation of our principles of free- 
dom will in a large measure be credited to the courage and 
integrity of the judiciary. 

I would be the last one to suggest that there should 
not be a proper relationship between Government and in- 
dustry. Industry has no thought of asking to be left alone 
to do as it pleases without regard to the rights of others 
and the public interest. The danger in the present situ- 
ation is that regulation has gone too far. 

There is no question but that public opinion desires a 
strong Government protecting the general welfare against 
raids or rapacity of any group, but strong and efficient Gov- 
ernment does not mean bureaucracy interfering with or seek- 
ing to direct all the details of life and the lawful conduct 
of commercial and personal affairs. 

Business men do not claim that under our system of 
free enterprise we have attained the ultimate in the abun- 
dant life but we do claim that industry has conscientiously 
cooperated in, and in a large measure has been the means 
of advancing our standards of living beyond those of any 
other nation on earth. Our obligation now is to make sure 
that this trend is neither reversed nor halted. 

The attempts to translate emergency measures into a 
permanent condition of bureaucratic domination and control 
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by Government have properly alarmed our people. With 
the mounting costs inevitable to an extension of Governmen- 
tal power, people have come to recognize that unless this 
condition is corrected a real and lasting prosperity is not 
obtainable. 

Perhaps as good a way as any, in the time at my dis- 
posal, to weigh the merits of the degree and kind of Gov- 
ernment control which is being attempted, is to take a few 
concrete examples with which we as business men come in 
daily contact and see whether, in the light of industry’s past 
performance, there is any justification for such control. 

One of the problems which has been used as a reason 
for justifying an extension of Federal powers has been that 
of unemployment. ‘This problem has been of first concern 
for the past five years and is pointed to as the chief evidence 
of the break-down of our established economic system and 
of the need for Governmental interference. 

No one questions the seriousness of the unemployment 
problem. Everyone is sympathetic toward the relief of the 
needy. It is such a vital human problem and such a mill- 
stone around the neck of recovery that it ought to be solved 
in the most practical and economical manner but free from 
politics or prejudice. 

One difficulty is that no one seems to know with any 
degree of accuracy how many there are unemployed or how 
many are really employable. The number of unemployed 
has been variously estimated from 6 to 12 million persons. 
About all that can be said about these figures is that they 
are guesses. 

The thing that confuses the average business man about 
this unemployment situation is what he sees every day. In 
many communities where practically normal numbers are 
employed in private enterprises and where the private chari- 
table organizations are doing their regular job in caring for 
those in actual need, there are still vast sums of relief money 
being dispensed by the Government. 

As a matter of fact as the volume of business and em- 
ployment has increased relief expenditures have run a race to 
outstrip them. Here are the figures: 


Federal Reserve Index 


Relief Volume of Volume of 
Expenditures Business Employment 
Base—1921—100 
1933 $ 793,000,000 64 66 
1934 1,476,000,000 66 75 
1935 1,827,000,000 76 78 


When we look at the record we see that, according to 
the National Association of Manufacturers, relief expendi- 
tures comprising direct relief and emergency works relief 
projects, exclusive of related activities such as PWA and 
the Resettlement Administration, for 1934 were 683 million 
dollars in excess of 1933. The relief expenditures for 1935 
were 351 millions in excess of 1934. Yet during this period 
the index of the volume of business, using 1929 as the base, 
increased from 64 to 76 and the index of employment from 
66 to 78. In other words whereas there was a betterment 
in both business and employment of over 18 per cent between 
1933 and 1935, relief expenditures increased more than 130 
per cent or over a billion dollars. This is indeed a paradox. 

In some quarters it seems to be a favorite pastime to 
shift the blame for continued unemployment to the shoulders 
of industry. The fact is there are proportionately fewer 
unemployed in the manufacturing industries than in many 






other lines. In the steel industry, which is typical, the 450 
thousand people employed today are as many as were em- 
ployed at the height of prosperity in 1929. Of course, some 
of these employees are not working full time, but they are 
self-sustaining citizens of their respective communities. 

There are unquestionably some lines of industry where 
unemployment is still a major problem, particularly the con- 
struction industry, which, as we all know, is still depressed 
for lack of investment of private capital. But there are 
other reasons too. For years the construction industry has 
been the victim of excessive costs due to the imposition of 
arbitrary labor demands and dictation resulting in lowered 
production, strikes, jurisdictional difficulties and the like. 

In this connection it is interesting to note from figures 
compiled by the National Industrial Conference Board that 
in those industries such as construction, transportation and 
mining, where union domination has prevailed, there is a 
greater proportion of unemployment than in those industries 
that are free from arbitrary restrictions and working under 
the principles of collective cooperation. 

I have said that there is much confusion about the num- 
ber who are unemployed. It has been suggested that we 
need the facts. I heartily agree that we do need the facts, 
but I must also say that the tabulation machine is not going 
to correct unemployment. ‘The only sure way to cure un- 
employment, and solve the problem of relief, is to increase 
production. The only sound way to administer relief is for 
neighbors to pass on the needs of neighbors. 

Some people have the notion that improved production 
methods create so-called technological unemployment. This 
is a fallacious idea. While labor saving devices frequently 
create temporary displacements there is no basis for the 
claim that technological developments in industry have 
created a permanent class of unemployed. 

Let us take the figures of those having gainful employ- 
ment in the United States by ten year periods prior to the 
depression. In 1900 the number was over 29 millions. In 
1910 those having gainful employment had increased to over 
38 million; in 1920 to over 41 million; and in 1930 to 
nearly 49 million. 

Not only does this show a steady gain of 20 million new 
jobs over this period, but these gains kept pace with our 
growing population. As a matter of fact the greatest in- 
crease in employment in the last few years has been in some 
of the most highly mechanized industries. 

It is to be remembered that during the period from 1900 
to 1930 greater technological developments and refinements 
in mass production took place than in the previous one hun- 
dred years, and that this progress was made under the stimu- 
lus of a free and unregimented system of initiative and 
enterprise. 

Given the same opportunities supported by a stable and 
economical Government in the form provided by our fore- 
fathers, there is no reason why this trend should not con- 
tinue. The people by their own efforts and industry will 
seek and obtain still higher standards of living. This as in 
the past will create new industries and widen present mar- 
kets resulting in increased employment. 

Our own industry is an example of the benefits flowing 
from technological progress. Not only have we improved 


quality and stimulated new uses for steel through research 
and technology but also through large investments and engi- 
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neering prowess there have been vast improvements in pro- 
cesses and equipment resulting in increased as well as more 
efficient production. 

Here I believe the steel industry has performed a real 
public service. The results of these achievements have been 
passed on to the consuming public and to labor. We hope 
the time will come when our stockholders may also receive 
a larger share of these benefits. 

It may surprise some of the commentators on the ef- 
fects of technological advances, and include with them if you 
please those who have been under the misapprehension that 
steel prices are unduly rigid, to know that technical progress 
has been the chief factor which has made possible a reduc- 
tion of more than $11.00 per ton in the average price of 
steel today as compared with the levels of 1923. As a matter 
of fact the reduction in price has been too great when it is 
realized that current wage rates are 5 per cent to 7 per cent 
above the prosperity levels of 1929, and that taxes and cer- 
tain other costs have advanced materially. 


I do feel that industries in general, and ours in par- 
ticular, have not received proper credit for the contributions 
which they have made in lowering prices of their products 
to the public. 

Over the last ten years our industry has made enormous 
expenditures to meet the ever varying requirements of our 
customers and to lower our costs of production. The $11.00 
per ton reduction in prices which has taken place since 1923 
is a high percentage when one realizes that steel is a com- 
modity selling around $40.00 to $50.00 per ton. On a 60 
per cent operation that reduction in prices represents an 
annual saving to the steel buying public of over 300 million 
dollars. 

In this connection, however, what industry has been 
able to accomplish in the direction of lowered costs and prices 
is in a large measure being offset by increased taxes, which 
is an inevitable result of an extension of Governmental regu- 
lation and control. 

We support our Governments through taxation, and 
every one of the 127 million people in this country is paying 
the bill, whether he knows it or not. 

When we visualize that approximately one out of every 
six persons available for gainful employment is now sup- 
ported by the Government either through employment or 
relief, we realize what a huge tax burden the people of this 
country are assuming. Manifestly this cannot go on if the 
country is again to prosper. 

The surest way for the Government to advance the 
cause of sound and general recovery is by keeping its cost 
and taxes as low as feasible. Industry recognizes that in 
the long run lower production costs will permit lower prices. 
As prices are lowered the public can buy more goods. As 
the public buys more goods more workers can be employed, 
and profits, which are the life blood of industry, can be 
made. 

Mounting taxes serve to dry up markets. Taxes must 
be added to costs and they decrease the purchasing power 
of the buyer. Taxes on business, no matter how they may 
be disguised, in the last analysis, must be borne by con- 
sumers.’ They are necessarily a charge upon production and 
must be reflected in selling prices. 

The great body of consumers in the United States is 

















made up of wage earners. Consumers, as individuals, are, 
in the mass, farmers, employees, stockholders, their families 
and dependents, so that taxation hits everyone’s pocketbook. 
Workers, therefore, have a direct concern and a great re- 
sponsibility to see that the structure whereby they make their 
livelihood is not undermined by excessive taxes. 


Wage levels of employees largely determine their pur- 
chasing power as consumers. Wages and profits and their 
significance to consumption cannot be discussed apart from 
the consideration of prices. ; 


Any tax on industry, therefore, is a tax on the main 
body of consumers, or, in other words, the workers. 


: Excessive taxation not only adds to the cost of produc- 
tion, thereby tending to increase prices to consumers, but it 
jeopardizes the possibility of making reasonable profits which 
are essential to healthy and growing business. 

Our country since its beginning has operated on the 
profit system. If it is to endure and prosper as in the past, 
business must be encouraged in the quest of profit making. 
This fundamental seems to be forgotten by those who would 
have the Government control our economic existence. 

When profits are made, those profits accrue to society at 
large. They go to the wage earner, and to the investor 
who puts his money into the project. Therefore, a con- 
dition which promotes a profitable business is a public bene- 
faction. 

It is highly necessary for industry to be able to build 
up adequate reserves for necessary expansion, to weather a 
storm, and to meet contingencies that arise from time to time. 
These reserves must be set aside from earnings. Had it not 
been for the reserves that we accumulated prior to the de- 
pression, we can visualize the results in wholesale layoffs, in 
lowered wages and in ultimate bankruptcies. There can be 
no lasting recovery or security of employment for workers 
without profits for industry. 

One example of where excessive taxation is leading and 
how industry and the consumer will be affected is the tax 
burden imposed by the Social Security Act. 

If the Social Security Act had been fully in effect dur- 
ing the five-year period from 1931 through 1935 the taxes 
for unemployment insurance and pensions alone, for approxi- 
mately 70 per cent of the steel industry, would have amounted 
to over 98 million dollars. The net income of these com- 
panies during these years showed a deficit of over 179 mil- 
lion dollars. This deficit would have been nearly 278 mil- 
lion dollars or about 100 million dollars more, with these 
tax burdens added unless the taxes could have been passed on 
to the consumer. Obviously this would have added to the 
difficulties of everyone in a depressed market. 

Let it be clearly understood that I am an-advocate of 
social security so far as it is humanly obtainable. It seems 
to me that social security in the real sense must be thought 
of as a chance for steady work at fair wages—with ade- 
quate protection in old age and for the unfortunate. 

When used in that sense the question may be asked 
whether American industry will voluntarily meet its obli- 
gation towards social security and do the job which Gov- 
ernment has been seeking to appropriate to itself. 

American industry was well on the way to solving the 
problems of social betterment and stabilization when the de- 
pression intervened. 
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Had not industry raised the living and working stand- 
ards of its workers far above the levels of those in any other 
country in the world? 


Certainly this is true of the great mass of the employ- 
ing concerns in the United States. True, there were some 
who still observed sweat-shop policies, but they were de- 
cidedly in the minority and on the way out. 


It is unfair to place the whole of legitimate business in 
a straightjacket to reform a few recalcitrants. Whatever 
might be achieved by this method would be at too dear a 
price and the wreckage resulting to general business and to 
the vast majority of workers would be too great. 


In order to appraise what business will do in the future, 
let us take a look at its record in the past. Would anyone 
say that the standards of business in this country are not on 
a far higher plane today than they were thirty years ago? 
Is there any good reason why the next thirty years will not 
witness a similar advance? 


There is, perhaps, no better way to judge the con- 
science of an industry than to examine into its labor poli- 
cies. Take any of the great industries, such as oil, auto- 
motive, steel, rubber, electrical, and compare their present 
day wage rates, working schedules and actual achievements 
in social betterment with those of thirty years ago. 


These improved conditions spelling progress were not 
forced upon these industries. They represented a voluntary 
recognition of the responsibilities of enlightened manage- 
ment. What has been done was soundly conceived because 
it did not have to hew to a cut and dried pattern prescribed 
by theorists. The methods were flexible to meet the va- 
ried needs and conditions of widely differing industries. 

Our own industry, steel, is an excellent example of the 
progressive betterment which has taken place. A little more 
than twenty years ago the average worker received less than 
thirty cents per hour. He worked twelve hours a day and 
seven days a week. He had no means of expressing himself; 
no organized means of contact or conference with his em- 
ployers. His working conditions were crude and hazardous. 
He lived in a rented house and when his useful working days 
were over, more than likely he became a charge upon 
relatives. 

Contrast these conditions with those of today. The 
steel worker’s wage rate is about 125 per cent higher. He 
works eight hours a day and not over six days per week. 
Periodically he or his chosen representative sits around the 
conference table with his employer to discuss and help fix 
his working conditions. His health and safety are protected 
and cared for through company-maintained hospitals and 
vigilant safety programs. In many instances he already owns 
or is buying his own home with the aid of his company. 
There is an insurance program to protect his family in case 
of sickness and death, and finally a company-financed pen- 
sion plan to care for him in his old age. 

Industry through achievement has demonstrated its be- 
lief in social security. Even though legislation may be neces- 
sary in some instances to protect employees, there are cases 
where employees would not be as well provided for through 
legislation as they are now. Where voluntary programs are 
providing benefits comparable to or in excess of those con- 
templated under legislation they should be permitted to do 
the job. In these programs all funds jointly contributed and 






administered by employee and employer are fully productive 
and devoid of the evils of politics. 

The present systems of social betterment have been care- 
fully and gradually developed along healthy and sound lines 
through a cooperative endeavor on the part of employees and 
management. Working together on these problems has 
promoted confidence, understanding, loyalty and efficiency. 
Herein is their great strength as compared to an impersonal 
adherence to legislative regulation under bureaucratic control. 

An illuminating example of what happens to personal 
liberty when the Government tries to invade the field of 
private and purely local employment relations is what is 
taking place under the National Labor Relations Act, com- 
monly called the Wagner Act. Here is a piece of legislation 
that professed to protect the individual liberty of the worker 
and to better his conditions. Yet what do we find? In case 
after case throughout this country we see the curious spec- 
tacle of employees and their employer, whose mutual rela- 
tions are entirely harmonious and satisfactory, forced by a 
hastily conceived and discriminatory law to join together 
and fight for their independence against an irresponsible 
group of professional labor organizers. 

Gentlemen, as I stand before you today I say with all 
sincerity that I believe the hopes and aspirations of the 
average citizen are in sympathy with the views I have ex- 
pressed. We want a condition in this glorious country of 
ours, under which everybody, whether he be farmer, fac- 
tory worker or business man, may be able to live an honest, 
industrious and respectable life. That’s my idea of our 
American system and the system we are trying to protect. 
We hear it suggested that business men should be more ac- 
tive in politics. I wonder if it would not be more pertinent 
to suggest that politics be less active in business. 

The path of progress lies in keeping open the doors 
of opportunity, in protecting our institutions and affording 
them an opportunity to grow and prosper, under the system 
of free enterprise that has made ours the leading nation of 
the world. 

We in the steel industry recognize our responsibilities. 
This is evidenced by our efforts and achievements during the 
trying days of the depression to guide our industry toward 
a sound and permanent basis of recovery. It is evidenced 
also by the research and effort which are going on to im- 
prove our products in many ways for the better service of 
the consuming public. 

Here we have one of the most basic of all industries 
employing directly more than 450 thousand persons, with 
a payroll in excess of 12 million dollars per week. Sales 
amounted in 1935, still a poor year, to over a billion and 
one-half dollars. The investment in properties and plants is 
over four and one-half billion dollars. 

Fellow members of the Steel Industry, we have a tre- 
mendous responsibility to conduct this great enterprise in a 
manner eminently and jointly fair to the workmen, to the 
investors and to the public. These responsibilities and obli- 
gations are fundamental to all industry. 

In summation, let me briefly state as I see them, a few 
of our paramount necessities if we are properly to discharge 
those responsibilities and obligations. 

We need Governmental conditions encouraging free and 
competitive enterprise. 

We need Governmental policies that will strengthen 
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our belief in American initiative and achievement. 

We must have relief from excessive costs of Govern- 
ment, in order that products may be made at minimum cost 
to the consuming public. 

We must have guarantees of the right of opportunity 
of the American worker to employment without interfer- 
ence or coercion from any source. 

We need a condition of confidence so that the invest- 
ing public may feel assured of obtaining an adequate and 
reliable return upon their savings. 

We need to have an effective and workable basis for 


social security and restore relief to a sound basis of local 
administration. 

We must be allowed to have unhampered efficiency in 
production so that industry may pay wages leading to an im- 
proved standard of living, and so that lower costs to the pub- 
lic may provide an increased purchasing power for everyone. 

Above all, our people, whether they be laborers or capi- 
talists, must be made to feel that spirit of confidence in them- 
selves, in the institutions of the country and in their na- 
tional life, which will permit them to forge onward to still 
higher standards of accomplishment and living. 


Money Is Not Enough 


THE RESPONSIBILITIES OF CORPORATE MANAGEMENT 
WITH A SPECIAL SURVEY OF INVESTOR RELATIONS 


By COLBY M. CHESTER, Chairman, General Foods Corporation; President, National Association of Manufacturers 
At Institute of Public Affairs, University of Virginia, July 10, 1936 


r \HE world seems to have grown smaller, if we pause 
to admire the swift course of the airplane, the super- 
liner, the radio beam. But to the man of practical 

affairs, striving to shoulder his responsibilities with both 
honor and wisdom, the world has grown not smaller but 
larger—immeasurably larger, more fascinating and compli- 
cated even than a three-ring circus clamoring for the at- 
tention of a small boy—and the sensible thing to do is to 
draw freely upon the knowledge of men experienced in inter- 
related fields. 

I feel that my tuition fee should be payment in kind. 
Equipped with the facilities of our organization, I should 
like to bring to you a picture of the responsibilities of cor- 
porate management. 

During the last few years, when America was caught 
full on in an economic hurricane, amid the wrath of many 
citizens, the manufacturer saved his troubled ship partly 
due to the stimulus which is the subject of my address today: 
RESPONSIBILITY. 

Responsibility gave him the courage and strength to 
hold his organization together. Responsibility urged him 
to do what he felt was in the best interests of the stock- 
holders, the employees, and customers who had depended 
upon him and trusted him. 

"Now, specifically, let us scrutinize the principal re- 
sponsibilities of corporate management. They are numerous, 
but for this discussion let us confine them to three: 


1. To the employees; 
2. ‘To the consumers; 
3. To the investors. 


Time does not permit me to discuss in the detail de- 
serving of this audience each of these duties which every 
company must shoulder if it expects to prosper—yes, and to 
survive, in the years ahead. But I should like to re-affirm the 
principles of business management in the light of modern ex- 
perience, as I have found it. 

In examining employment we find that there are fewer 
“bosses” today and more “workers.” 

Yes! Apprentice boy and corporation president, sinewy 





shop mechanic and dynamic sales manager—all of the 38% 
millions in industry (U. S. Census: 1930) are fellow work- 
ers, rewarded for individual achievement, and increasingly 
conscious that each individual prospers when the entire group 
of employees and investors prospers. 

With somewhat improved profits, many corporations 
large and small have diverted increased income into the pay- 
roll channels. A number have grasped the opportunity of 
improved conditions to provide their hourly-wage employees 
with vacations with pay. During the depression, many con- 
cerns maintained thousands of employees on their staffs de- 
spite the fact that the volume of manufacturing orders did 
not justify it. And steadily, for the last few years, re- 
employment has absorbed millions of workers, until today in 
the manufacturing industries the employment figures are ap- 
proaching what they were in 1929. There is today in some 
fields an actual shortage of skilled labor which may become 
acute. . 

I am no apologist for business. Of course there have 
been blunders, short-sightedness, and grievous errors in em- 
ployee relations on the part of a minority of management 
groups. 

Business is human. It is composed entirely of human 
beings—they are the large assets. Human beings have built 
business up to its present stature, and human beings at times 
make mistakes. 

The fact remains that in a large part of industry today, 
a predominant thought is to give the employee a fair deal— 
and better than a fair deal. Industry knows that it is not 
enough merely to expect efficient work from employees, and 
to pay only for efficiency. 

Our workers—from the factory to the sales force, from 
the technician in the research iaboratory to the billing clerk 
in the office—are generally efficient, due to their personal 
ambition and pride in accomplishment, to their experience, 
and to our public and industrial educational systems. 

Yet—mere efficiency is not enough. An essential, we 
believe, is loyalty to the company, to the products, and to 
the group with whom one works shoulder to shoulder in a 
common cause. Such loyalty is very profitable to all con- ; 
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cerned. But how is it won? With money? Yes; in part. 
Fair wages are incentives that every industrious American 
deserves. But money is not enough. 

He must have working hours that allow leisure for 
physical, social, and cultural relaxation—a fresh approach 
to the business of living. His mind and spirits must not be 
exhausted, either, by worries over his fate tomorrow or in his 
non-productive years. So, despite increased taxation and 
various factors of uncertainty as to the future, management 
strives to find ways and means for providing employees with 
plans for security, and for paid vacations, age-retirement and 
insurance programs, and personnel departments which apply 
scientific methods to the task of correcting inequalities and 
seeking out the individuals meriting the higher-paid positions. 
There is no compulsion here, no coercion from outside forces. 
It is a voluntary movement within industry, based upon good 
business principles and the social responsibility of corporate 
management. 

Teamwork is one of our main objectives in industry. 
When you feel that you are a useful member of a team, 
loyalty to that team is instinctive. 

We find that teamwork and collective co-operation in 
ever-widening circles form the only logical pattern for cre- 
ating and maintaining either a corporate or a national pros- 
perity. Teamwork in each unit on the factory floor—team- 
work between departments of a manufacturing concern— 
teamwork between the company and its customers—team- 
work within each industry—teamwork with the public. That 
is the only workable plan, the only one motivated by horse 
sense—and in an industrial nation its most fertile field is 
within private industry. 

Now let’s turn our attention to the consumer himself 

. . or, if you will pardon the mental habits of a food manu- 
facturer—herself! For I have long been convinced that, if 
you are going to pay enduring tribute to the hewers of prog- 
ress in our national life, you will have to order a great 
sculptor to find a niche somewhere on a mountain and along- 
side the Washingtons and Lincolns and Lees carve a statue 
in honor of the Lady of the House. 

The housewife, in this country, is a true progressive. 
She wants not only quality in products, but also is on the 
alert for improvements in products. In foodstuffs, concern 
for the welfare of her family prompts her to demand quality; 
and she cannot be blamed for getting the packaged foods of 
constant weight and known price which revolutionized our 
largest and oldest industry in a quarter-century and at long 
last liberated her from much of the slavery of the kitchen. 

The “‘delicatessen wife” is largely a myth. She may be 
a creation of diehard bachelors. Our company alone receives 
three thousand mail inquiries a day mostly from women 
eager for the latest information from the experimental 
kitchens on the topics of nutrition, balanced diet, improve- 
ments in cookery, and new and appetizing recipes and menus 
to tempt mankind. The sales records of some 400,000 retail 
food outlets testify that the home jelly-makers and cake- 
bakers are busier than ever. 

It is significant, I think, that the metamorphosis of the 
food store, from a dusty “cracker-barrel” emporium of shop- 
worn edibles into the immaculate shoppers’ haven that it is 
today, coincides with the emergence of the American woman 
into a more unshackled person, eager for adult responsi- 
bilities. 

A truism of the sales department is: ‘““The public can’t 


be sold what it does not want.” And the food manufac- 
turers could not have introduced packaged foods if the 
womenfolk had not wanted them. But they did welcome 
them, and continue to do so increasingly, until I find it not 
difficult to predict that in the next several years every one 
of the 1,400 items now in the grocery store will be further 
improved. 

The housewife’s preference for these foods is sympto- 
matic of the whole trend in retail consumption in this country 
since the turn of the century. 

In kitchen ware, in sanitary and cooking equipment, 
washing machines, oil burners, electric appliances, modern 
fabrics, in home decoration and furniture—indeed, in the 
architecture of the home itself—we see reflected the ag- 
gressive feminine demand for better standards of living, for 
convenience, cleanliness, beauty, freedom from needless and 
uninspiring labor . . . and all at prices within the reach of 
the public generally. 

With such customers, neither glossed-over generalities 
nor flattery will do, and it took some business men a long 
time to learn this. We know that facts—facts attractively 
presented, information candidly told—provide the time-sav- 
ing way to interest the retail consumers in our products. 
Companies which have grown have proved that it is just 
good business over a long period to be frank with their 
customers. The fact has been driven home that the misstate- 
ments or evasions on packages, or in the advertising or sales- 
men’s talks of even one manufacturer, harm an entire in- 
dustry. So, if only for self-protection, business strives, and 
successfully, to raise the merchandising standards. 

Still, I feel there is need for even greater cooperation 
between the manufacturers and the public, a closer under- 
standing, a sharper definition of the responsibilities of each. 
It is true that there is a law of the survival of the fittest— 
and that inevitably if you don’t make meritorious merchan- 
dise and if you fail to think along the lines of public ser- 
vice, the consumers will find it out and stop buying from you. 

In order to present to this Institute something useful and 
illuminating, I have had some special studies made on the 
subject of corporate investor relations. 

First, we sent five questions by mail to thousands of 
typical stockholders in various cities and towns in a number 
of states. The stockholders selected for the study have been 
divided into the following four groups: Men owning more 
than 100 shares of stock in a representative company ; women 
owning more than 100 shares; men having fewer than 100 
shares and women having fewer than 100 shares. 

Frankness was encouraged by asking them merely to 
check their answers, and not to sign their names to a post- 
paid return card. 

Second, we submitted by letter a series of questions to 
the executives of 400 representative corporations to obtain, 
for the purposes of our conference here today, first-hand 
data regarding stock-holder relations. 


STOCKHOLDER SURVEY 
The first question asked shareholders: 

“As to information you are getting from the man- 
agement of the corporation in which you are a share- 
holder, are you getting too much information, about right, 
not enough?” 

Of all classes, more than a third replied that they were 
not getting enough information from the corporation; nearly 
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two-thirds were satisfied, and three in every hundred said 
they were getting too much information. 

Nearly three-quarters of the women owning fewer than 
100 shares apiece said the data supplied was “about right.” 
The men, both those owning more than and fewer than 
100 shares, were less satisfied, about four out of ten say- 
ing the information was insufficient. 

The second question was: 

“Do you think such reports are frequent enough, 
not frequent enough?” 


Two-thirds said “enough”; a third said the corporation 
was not reporting frequently enough to them. 

Again, it was the men who were less satisfied, 38 per 
cent of them checking “not frequent enough.” The women 
owning more than 100 shares apiece agree with the men 
investors. 

The third question: 

“Does the corporation in which you are a shareholder 
answer your inquiries satisfactorily or unsatifactorily?” 


Here the agreement was more nearly unanimous—al- 
most nine out of ten in affirmative. The most dissatisfied 
were the women owning more than 100 shares apiece, a 
fifth of them. answering that the corporation’s response to 
queries was unsatisfactory. It is interesting to note that a 
third of the cards bore no answer to this question and many 
of the investors said they had never had occasion to make 
any inquiries to corporations. 

The fourth question was: 

“What would you like to have more information 
about: The company’s merchandising activities, its research, 
condition of plants, employee relations, or finances?” 


The largest response, as you may have guessed, was 
for more information about company finances, the total of all 
classes being 68 per cent. Forty-five per cent of the investors, 
1 am delighted to say, checked the item “Research.” Slightly 
more than half checked “merchandising activities.” 

Four out of ten investors asked for more information 
regarding employee relations—indicating, I believe, the social 
consciousness of people who have a genuine concern about the 
well-being of others. 

The largest responses to this question were from the 
two male groups—three-fourths of them wanting more in- 
formation about company finances. Men of both groups were 
more interested in the condition of the plants than the 
women, and about half of them were curious about mer- 
chandising activities. About 46 per cent of all the men were 
interested in Research, and 43 per cent in employee relations. 

Among the women owning more than 100 shares apiece, 
six out of ten were interested in receiving more information 
about finances; 57 per cent checked merchandising activities; 
four out of ten asked about research, and about three out of 
ten wanted more data concerning the plants and the 
employees. 

The chief interests of the women owning fewer than 
100 shares apiece were: Finances, research, employee rela- 
tions, merchandising activities, and plant conditions. 

Among all groups apparently the plants were the least 
interesting. , 

The fifth question was: 

“What else would you suggest a corporation do to 
improve its relations with shareholders?” 


The replies to this question covered a very wide range, 
including, for example: Corporations should give stockhold- 
ers more information about effects of taxation and other legis- 
lation; facts about salaries and bonuses should be made pub- 
lic; financial reports should be clarified; make more money 
and pay more dividends; send reports quarterly instead of 
annually; give stockholders a discount on company products; 
give stockholders same information given to directors and at 
the same time, etc., etc. 


CORPORATION SURVEY 


Now let us switch over from the survey of stockholders 
and look into the survey of corporations. 

Ten questions were asked of 400 representative corpo- 
rations. 

Four out of five of those who have thus far replied, 
reported that the number of stockholders has increased since 
1929, and the rest reported either a decrease or ‘“‘no change.” 

The median increase in the number of stockholders for 
the whole list of those replying was 47 per cent. 

About four-fifths of the corporations said they make 
about the same number of stockholders’ reports as formerly; 
and one-fifth now report more frequently. 


Slightly more than half of the group make more com- 
plete reports than they used to. 


Twenty per cent of the companies reported that stock- 
holder attendance at meetings is greater than formerly; 74 
per cent of the corporations said the attendance was about 
the same as before 1930, and 6 per cent said attendance was 
less. 

The companies were almost equally divided on the 
question: 


“Are your stockholders urged to cooperate in aiding 
your company’s sales?” 


Thirty-eight per cent of the concerns receive more in- 
quiries from stockholders than formerly; 52 per cent get 
about the same number of queries as in 1929; and 10 per 
cent note a decrease in inquiries. 


The corporations were asked when they had made 
changes, if any, in their methods of reporting to sharehold- 


ers. More than a third have made no changes for at least 
ten years. The rest said gradual changes had been made 
since 1926. 


Seven out of ten companies reported they give no tax 
information on a per-share basis, but a third of this group 
added that they give sufficiently complete information in their 
reports so that the tax figures may be worked out. 

The tax situation has changed so radically since 1929, 
and still is so little understood in relation to the pressure 
upon dividends, that I believe a management might well 
state the tax-per-share situation. 

Sixty-three per cent of the corporations further reported 
that they gave no analyses of proposed legislation which they 
believed would be harmful to their stockholders’ interests. 
The others said they analyzed adverse legislation for the 
guidance and information of their investors. 

Unlike the practice among English corporations, many 
of which maintain special departments to handle stockholder 
questions in a most thorough-going manner, nine out of ten 
of the American corporations interrogated replied that they 
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have no special stockholder departments, although 40 per 
cent of these concerns assign some official, usually the presi- 
dent or the treasurer, to deal with investors. 

More obvious, as I study the comments of stockholders 
and recall the remarks of friends and associates, is the need 


for American corporations to apply the same professional: 


intelligence to their dealings with investors that they prac- 
tice in their advertising and sales programs. 

We need to sell ourselves to our shareholders as pains- 
takingly as we contrive to sell our merchandise. 

Shareholders should be given real cooperation and in- 
formation. Statements should not be over-worded confu- 
sions of technical phrases. They should be written with the 
same vivid clarity and interest-compelling narration as, for 
example, the briskly told story of a baseball game on the 
sports page. 

And why not? 

As a matter of fact, what should a shareholders’ state- 
ment be but a dramatic account of a hard-fought contest 
against overhead, against tax drains, competition, economic 
difficulties, and production and sales complications, which the 
management wages on behalf of the spectators, who, in this 
case happen to be the owners as well? ‘Then, as in the 
baseball writer’s article, at the end there should appear the 
“box score”—the corporation’s financial statement. 

Indeed, it is not too much to say that such corporation 
reports should have the human warmth of a Brisbane column, 
the hardhitting factuality of an Associated Press dispatch, 
the worldliness and grasp of affairs of a Roy Howard inter- 
view. Certainly there can be no more important or more 
genuinely dramatic news than the affairs of business and 
industry upon which the majority of the country depends 
for its well-being and livelihood. 

It is time, I think, that some of us should confess that 
we have confused dignity and the sobriety of our responsi- 
bilities with dullish reading matter—and every time the 
pamphlet statement accompanying a dividend check is dis- 
carded in the wastebasket, just so often are we negligent 
in cultivating a good friend for the corporation. 

Obviously the burden on management would be light 
indeed if it could materially reduce prices to the consumer, 
pay substantially higher wages to labor, partition off even 
more substantial taxes for government, pay higher prices to 
farmers and other producers for raw materials, and at the 
same time reward capital with higher dividends. 

But such shortcuts to popularity are granted only to a 
Ponzi and then only for a very brief period. An economical 
planner can advance an apparently meritorious idea for one 
phase of the problem, but he is sure to overlook in his en- 
thusiasm the legitimate demands of the rest. The trouble 
with the theorist is that he is wearing self-adjusted blinders. 
He sees what he wants to see—and too often if he is an 
intellectual and presenting a program for industry that works 
beautifully in the quiet of the campus he is captious if busi- 
ness men, because of the many-sided nature of their responsi- 
bilities, hesitate to put his ideas into immediate use. Such 
hesitation, to the theorist, is just another indication that 
business management is simply a joy ride given to a few 
select people at an exorbitant rate of pay. Although busi- 
ness has done an unprecedented job of relieving misery and 
restoring the country to a better economic standard, some 
idealists undoubtedly believe that management has the heart- 


lessness of a gangster, that it has no sympathy for those in 
distress, no human understanding, no social consciousness. 

And that I maintain is unfortunate. It is harmful to 
business but it is also harmful to the educational leadership 
of the country; for after all, as long as we operate under 
our economic system, business remains the only vehicle for the 
production of wealth, and the welfare of our schools and 
universities is largely dependent upon the preservation of 
industrial values out of which must come the support of our 
educational institutions. 

We agree that no one profits more from the American 
educational system than does business, because it not only 
draws upon the colleges for its young executives and tech- 
nicians, but also gratefully appropriates and adapts the 
scientific discoveries emanating from these institutions. 

For these reasons, I believe that business is more willing 
to sympathize with the educator and his problems than some 
of the intellectuals of our universities are willing to under- 
stand the problem of industry from a realistic point of view. 

Business needs your cooperation and your support but 
it is incumbent upon you to realize that in addition to the 
stockholders, employees and consumers—all of whom are 
entitled to receive a substantial part of its earnings—govern- 
ment has now become a material partner in the enterprise 
and is laying an ever increasing levy upon the main source 
of the country’s wealth. 

That is not all, for at the same time business manage- 
ment is suffering under a barrage of indictment and mis- 
information, which does less hurt to management than to 
all those groups, including the educational institutions which 
derive their support from industry and business men. 

Plainly, unless the critic is on the inside of the picture 
in the position of management, he has little realization of 
the weight of responsibility imposed by the demands for pro- 
tection of property, the continuity of dividends, the weekly 
meeting of payrolls, the study of the long time economic 
trend, the political situation, the threats of war, the psy- 
chology of crowds, the intensity of competition, the necessity 
for being constantly alert to keep pace with changing styles 
and needs, the careful scrutiny of advertising and produc- 
tion, sales policies, territories, budgets, etc. 

Day after day and every hour of the day, management 
is called upon to serve as the industrial and economic stabi- 
lizer and increasingly it becomes very involved. And the 
more expertly you stabilize, the more widely do you spread 
the revenues of business among the essential elements in the 
population, and the peace and contentment which flow from 
such revenues. Hence, the greatest responsibility of manage- 
ment is to maintain a fair and proper balance between -the 
interested groups so that the resources available are impar- 
tially distributed. 

It is not an easy stewardship, in fact it grows increas- 
ingly complicated as we go forward. 

Management approaches its vast responsibility in no 
spirit of arrogance, but rather in one of deep humility. 

If we were endowed with the wisdom of Solomon and 
could always do exact justice to all concerned, criticism 
would necessarily die aborning, but at best we have all the 
frailties that men are heir to. 

On behalf of American industry we ask a truce to 
fault-finding and indictment and a new day of tolerance, 
understanding, and mutual helpfulness. 
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Social Security 


AN APPRAISAL OF THE FEDERAL ACT 
sy WINTHROP W. ALDRICH, Chairman Board of Directors, The Chase National Bank of the City of New York 
Before the Institute of Public Affairs, University of Virginia, Charlottesville, Virginia, July 10, 1936 


(SUMMARY SUPPLIED BY THE CHASE BANK) 


N the last seven years, millions of our people have known 
what it is to be unemployed, to tramp the streets daily 
in search of work, to watch their scanty savings melt 

away, to lose faith in themselves, to succumb to despondency 
and despair. One of the main consequences of this condi- 
tion has been the growth of a demand for what we call social 
security, to which the Federal Social Security Act of 1935 
Social security, in its widest sense, means not 
merely security for certain individuals or groups, however 
needy or worthy, but security for the productive system as a 
whole. We cannot have piecemeal security at the cost of 
aggregate insecurity. We must not aim solely at the security 
of special groups and neglect the security of all. 

We desire to effect, as far as possible, insurance against 
the disasters and dislocations incident to economic advance, 
but we do not wish to weaken the forces of advance them- 
We wish to mitigate for individuals the penalties for 
failure or misfortune but we do not want to weaken the 
incentives to production and success. The problem, in short, 
If in our social policies we have unduly neg- 
lected one side of it in the past, let us not make the mistake 
of neglecting the other side in the present. 

How are we to help those who are out of work through 
no fault of their own, without removing the pressure upon 
them to find work as soon as possible? The very statement 
of the questions calls attention to its difficulties. Indeed, to 
provide outside help without discouraging self-help is the 
central problem of relief in all its forms—not merely in 
what are now known as “home relief” and ‘work relief,” 
but in unemployment insurance and in the various forms of 
These are all aspects of the general effort 
of the more fortunate members of the community to aid the 
less fortunate. Because these are all parts of a larger issue, 
| propose to consider them not merely in isolation, but in 
their relations to each other. 

The social gains through unemployment insurance are 
[ts first effect is to diminish in the mind of the 
There is something to be said, 
also, for the effect of unemployment insurance on the stabil- 
Again, in a moderate depression or in the 
early stages of a severe depression, it provides relief out of 
a special built-up fund without involving a strain on the 
public treasury. 

We need to define our objectives in connection with un- 
employment insurance. If we undertake to pay for seasonal 
and ordinary unemployment, we shall have very little left 
for the unemployment of depressions, and the unemployed 
will either be thrown on relief as they are now or the Gov- 
ernment will pay relief through the insurance agency. Is 
it not wiser to assume that most workmen safeguard them- 
selves against normal periods of seasonal unemployment and 
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short periods of idleness and let the insurance plan be in- 
voked only against prolonged unemployment? This result 
can be accomplished by appreciably lengthening the waiting 
period before unemployment benefits begin. Most of the 
State laws fix a waiting period of three weeks, but forty-nine 
weeks a year of employment is very satisfactory employment, 
and little hardship would be worked by lengthening the 
waiting period. Doing so would certainly add enormously 
to the solvency of the insurance fund. 

The whole question of unemployment insurance is in- 
volved and difficult. Choices must be made, and experience 
accumulated, regarding individual plant reserves, pooled re- 
serves, employee contributions to insurance funds, the “merit 
rating” system, and numerous other points. A great deal of 
experimentation is going to be necessary before we get it well 
worked out, and there is danger of hasty and ill-considered 
action by the States under the pressure of the tax provisions 
of the Federal Social Security Act. 

We come to the question of public old-age insurance. 
Contributory old-age insurance is advocated on the ground 
that we must compel everyone we can to provide for his own 
old age; and that a government plan will be most likely to 
make this provision safe. 

The plan set up under the Federal Social Security Act 
covers a little over half of our gainfully employed population 
and about one-third of our adult population. It is to be 
financed by taxes on payrolls and wages. These taxes, shared 
equally by the employer and the employee, will total 2 per 
cent a year from 1937 to 1939 inclusive, and then rise by 1 
per cent steps at three-year intervals to 6 per cent in 1949 
and thereafter. From the fund thus created, old-age an- 
nuities are to be provided ranging from a minimum of $10 
to a maximum of $85 a month. 

These annuities are not calculated according to ordinary 
actuarial principles. Their result is to make the better paid 
workers carry part of the burden that would otherwise fall 
on the poorer paid, and to make the younger workers carry 
part of the burden that would otherwise fall on the older. 

Let us consider the total taxes by which it is proposed 
‘hat the old-age insurance plan will be financed. The Senate 
Finance Committee estimated that these would be running 
annually in excess of a billion dollars by 1944, and would 
reach nearly two billions by 1950. For many years nothing 
corresponding to this would be going out in benefit payments. 
In 1950, for example, according to the estimates of the Sen- 
ate Finance Committee, when the annual revenues are $1,- 
783,300,000, benefit payments will come to only $505,500,- 
000. Revenues will continue to exceed benefit payments, on 
these estimates, for nearly thirty years, or at least until 1965. 
Meanwhile a huge reserve balance will be piling up, which 
in that year will have reached some $36,000,000,000. But 
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though benefit payments will then begin to exceed the reve- 
nues, this reserve will continue to grow by virtue of its own 
interest. The Senate Committee’s table comes to an end in 
1980 showing a reserve, still growing, of $47,000,000,000. 

Now the theory behind all this was well-intentioned. It 
was to make the old-age insurance plan “self-sustaining,” 
to prevent it from going bankrupt, to save posterity from 
too great a burden. Congress, in adopting the plan, followed 
the analogy of a private insurance company, which must 
build up a reserve against the probable future demands to be 
made upon it. Further, it was trying to lighten the burden 
on future taxpayers by building up a reserve which would 
earn sufficient interest to make it unnecessary to draw upon 
the Treasury. 

The reasoning behind this plan, however, is fallacious. 
The enormous reserve contemplated by the Federal Social 
Security Act is altogether unnecessary. We may recognize 
this most clearly by reminding ourselves of the basic prin- 
ciple of insurance itself. That principle may be variously 
described as the pooling, the sharing, the diffusion, the equal- 
ization of risks. ‘This end is automatically secured for the 
citizens of a country when their Central Government does 
the insuring, for that government cannot only compel those 
citizens to pay the “premiums” regularly in the form: of 
taxes, but it can do what a private company cannot do; it 
can raise or otherwise alter the premiums at will. But 
while a country can insure its citizens individually out of a 
common tax fund, it cannot insure itself as a whole against 
the future. It cannot do so, that is, by any mere financial 
arrangement. And when the Government attempts to set up 
a reserve, that reserve—at least in the form contemplated 
by the Federal Social Security Act—becomes a fictitious one. 

The reason for this is that the reserve is to be invested 
only in the Government’s own securities. These securities 
may either be bought by the Old-Age Reserve Account in 
the open market, or special United States obligations may 
be issued to it bearing 3 per cent interest. In other words, 
one bookkeeping account of the Government will be bor- 
rowing from another. It would be as if an individual, not 
knowing what to do with his idle funds after he had bought 
up his own promissory notes in the hands of others, were 
to issue new promissory notes to himself for them. 

The purpose of this reserve, it must be remembered, is 
not to be a capital fund to be drawn down as benefits begin 
to exceed taxes; its sole function is to produce interest. Yet 
from the standpoint of relieving the burden on anybody, 
this gigantic reserve fund will be simply a gigantic delusion. 
The Old-Age Reserve Account would, of course, get its 
interest from the Government securities. But where would 
the Government obtain the interest that it paid on the se- 
curities? From the only place it could obtain it—the gen- 
eral taxpayer. The whole elaborate reserve fund set-up 
would not relieve him of any burden whatever. 

It is difficult to imagine how a greater temptation to 
continually growing Government extravagance could be 
created. So, far from there being any incentive to reduce 
the Government debt under such a plan, there would exist a 
widespread impression that it was actually necessary to in- 
crease the public debt 50 per cent above even its present 
level in order to make certain of having enough bonds in 
which to invest the old-age fund. Indeed, this is precisely 
what would be necessary if this particular plan were to be 









carried out. Meanwhile, what would happen to the moneys 
the Treasury got each year in exchange for the special 3 per 
cent bonds? If the money were left idle, withdrawn from 
the channels of trade, it would merely reduce the nation’s 
buying power and breed depression. But what is much more 
likely is that future Congresses would find all sorts of ex- 
travagant appropriations for it. 


The only solution is to abandon entirely the whole plan 
for a reserve fund of this sort. Neither Germany, with 
nearly half a century’s experience in public old-age pensions, 
nor Great Britain, with ten years’ experience, has ever 
planned or attempted to build up any comparable reserve 


fund. 


Incidentally, it may be observed that it is a strange pro- 
ceeding to make plans running through fifty years creating 
insurance obligations and rights which run in terms of dol- 
lars and which are calculated with respect to present wages 
and present living costs, when so much has recently been 
done to make uncertain the future value of the dollar, and 
when the very plan itself increases that uncertainty. It may 
prove to be a cruel and pitiful jest to compel by law the 
great body of our working people to save for their old age 
dollars which our existing public policies could so easily rob 
of most of their value long before the time came when the 
worker was to get them back. When we have a twenty-four 
hour policy with respect to our money, it is surely best to 
have a current cost policy with respect to pensions for our 
aged. 


What is our social security program going to cost us? 
It has been estimated that under the Federal Social Security 
Act these old-age assistance taxes, the old-age payroll taxes 
and the unemployment payroll taxes will probably amount 
in ten years to $3,000,000,000 annually, and to $4,000,- 
000,000 annually within twenty years. Even this does not 
indicate the probable total cost of social insurance, for it 
does not include the other forms of aid provided for in the 
Federal Social Security Act. 


It is unfortunate that the Social Security program should 
have been discussed and inaugurated in a period when the 
Federal Government is operating at a heavy deficit, when 
it is meeting less than half of its current expenditures out 
of current income. Money is not real in such a period. It 
is not real to the Congress that discusses such a program 
or to the taxpayers who will ultimately have to pay for it. 
The added burden of the program will not be fully realized 
until taxes equal expenditures. 


Certain of the proponents of the payroll tax have as- 
sumed that it is essentially a sales tax which the business 
will pass on to the consumer in the form of higher prices. 
But there are surely some very important distinctions to be 
drawn. . The calculation of this tax comes when men are 
being hired or promoted—or dismissed. ‘The smaller the 
payroll, the less the tax. The smaller the wages, the less 
the tax. The fewer the employees, the less the tax. A high 
tax on payrolls must retard wage increases and retard re- 
employment, and must accelerate unemployment in periods 
of crisis and depression. A 6 per cent tax on payrolls is, in 
my judgment, dangerously high. And the combined taxes 
on payrolls for unemployment insurance and old-age insur- 
ance amount to 6 per cent payable by the employer, in addi- 
tion to the 3 per cent tax on wages paid by the worker. 
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Sooner or later, I am convinced, economic law would shift 
the tax almost entirely to labor. 

Assuming the correctness of this view that labor will 
pay the bill, it seems clearly bet to me to use a different 
tax from the payroll tax for old-age pensions. Let us drop 
the contributory old-age pensions based on payroll taxes 
and taxes on wages for special classes of workers, and let 
us concentrate on the system of grants-in-aid to the States 
for the assistance of all the needy aged in such a way and 
on such a scale that we shall do this thing adequately in our 
own time and generation to the extent that we can afford 
to do it. And let us do it on a current cost basis, so that 
we shall know what it costs and shall know whether we can 
afford it. Let us limit the old-age pensions to cases of need, 
and raise the funds for them by a widely distributed tax on 
all classes of the population, a low tax on all incomes, in- 
cluding corporate incomes, above five hundred dollars. 

The contributory pension is, on the one hand, too inclu- 
sive, because it pays annuities to people who will not need 
them. On the other hand, it is too exclusive, because it 
leaves out nearly half of the gainfully employed, and about 
two-thirds of the total adult population. The minimum 
annuities it pays are very low and may have to be supple- 
mented by the old-age assistance plan in any case. 

In testing need we should ignore the question of whether 
sons and daughters or other kinsmen are well enough off 
so that they can take care of their aged relatives. I think 
that experience will show that we can afford, on a current 
cost basis, to eliminate both dire poverty and dependency 
for that part of our population which is over sixty-five, and 
[ am in favor of making the attempt to do it. In this con- 
nection, I may say that it will be very much easier for us 
to afford to take care of our aged properly if we can curtail 
radically the existing appalling wastes of Government. 

I think that our wage-earning citizens, when they real- 
ize what is planned, may well resent a system of surveillance 


in which every individual among them is kept under the 
eye of the Federal Government and either required to ac- 
count for all of his time or else lose the benefit of pension 
for parts of the time not accounted for. Our people have 
been accustomed to privacy and freedom of movement. 
I doubt very much if, when the plan is really in operation, 
they are going to welcome forced participation in an old-age 
insurance scheme which takes 3 per. cent of their wages 
directly and another 3 per cent indirectly, and which makes 
them account for their time to agents of the Federal Gov- 
ernment for a benefit to be received twenty, thirty or forty 
years later. I think it far more likely, when they under- 
stand the issue, that they will prefer to join everybody else 
in the population in contributing a much smaller percentage 
of their incomes (above $500) to taking care of all the 
needy aged of the whole population, reserving the right to 
use their own discretion as to whether they wish to buy 
annuities from insurance companies or to make savings in 
other ways. 

I think my attitude toward the general problem of social 
security is sufficiently plain from what I have already said. 
I am deeply sympathetic toward the efforts to mitigate the 
chief economic hazards to which great masses of people are 
subject, particularly the hazards of unemployment and of 
poverty in old age. But I wish also to emphasize the side 
of the problem that is now being overlooked by many of us 
—the hazards of a hastily conceived program for accom- 


'plishing this. We must not forget the incentives that move 


men in their economic actions, the dangers of an over- 
burdensome program that, by promising too much, may 
collapse of its own weight, meanwhile retarding or disrupt- 
ing the very processes of production itself, on which we must 
ultimately depend for such a program. It would be not 
merely ironic but tragic if, in too sanguine efforts to insure 
the economic security of some of our citizens, we imperilled 
the economic security of all of them. 


If Patrick Henry Were Alive Today 


WITH REMARKS ON THE CURBING OF GOVERNMENT 
By CARTER GLASS, U. S. Senator, Virginia 
At Patrick Henry Bicentennial Celebration, Randolph Macon College, Ashland, Va., July 17, 1936 
(REPORT OF EXTEMPORANEOUS REMARKS) 


R. CHAIRMAN, Senator Wickham, Ladies and 
M Gentlemen: 


Patrick Henry’s whole career was epitomized by 
Thomas Jefferson in one sentence, when, said the sage of 
Monticello, “that at the altar of God he has sworn eternal 
hostility to every form of tyranny over the mind of man— 
eternal hostility to every form of tyranny.” That was the 
life of Patrick Henry. There are many forms of tyranny 
over the mind of man. 

We now have a system of government of privilege and 
discrimination, such as Patrick Henry denounced in the 
House of Burgesses when he made his brief speech that it 
was not proper to take the money of taxpayers of Virginia 
and appropriate it to pay off mortgages that had been made 
by thriftless and unwise individuals. 


That is just what we are doing in this country today, 
whether it be due to the mismanagement of bank managers, 
insurance company managers, or the mismanagers of busi- 
ness or railroads. The Government’s nose is in all sorts of 
business now. 

He was opposed to tyranny of all kinds, and I submit 
that there is no more damaging species of tyranny than that 
of taxing the many for the benefit of the few. 

Patrick Henry was misinterpreted and misunderstood. 
Even Thomas Jefferson at one time thought he was guilty of 
apostasy. But that was not true, because Patrick Henry 
never identified himself with any political party. He was 
for liberty. 

He never was for subjection to taxation, either pro- 
cessing taxes or any other taxes. 
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The easiest thing in the world to do is to spend some- 
body else’s money, and it must be a ver,’ pleasant thing, 
judging from the number of people who vote for it. 

I wish Patrick Henry were living today. I wonder 
what he would think of the whims and vagaries in govern- 
ment. 

If Patrick Henry were living, he would not cure one 
evil with a multitude of other evils. When the Democratic 
party in convention assembled declared against high tariff and 
promised to abolish or modify it, it did not mean that they 
would institute another system that would rob 56,000,000 
people out of both pockets at the same time. 

What did Democrats proclaim from every stump 
throughout the length and breadth of the land? We would 
go to Washington and modify the Smoot-Hawley bill. They 
haven’t written a single line to repeal a single line. We will 
let industries continue their species of robbery, and let other 
groups institute their species of robbery. When it comes to 
the wage earners, clerks and stenographers, professional men, 
and a large class of others, 56,000,000 of them, the exaction 
from them is from both pockets at the same time. 

Patrick Henry would never in the world have counte- 
nanced any such legislation in behalf of privileged classes. 

If Patrick Henry were living could he be bamboozled 
by talk of Federal aid to the States? How does the Gov- 
ernment of the United States get money? Many people have 
the idea that all it has to do is start its printing presses. 
Any money that the Government gets comes out of the 
pockets of the taxpayers. 

When the Government needs money it goes down in 
your pocket and gets it. All this Government-aid talk is 
folly. Virginia is a victim of excessive taxation in compari- 
son with other States. Last year it paid into the United 
States Treasury $139,000,000 in direct taxes. It gets back 
a mere pittance. It paid more than fifteen States west of the 
Mississippi combined—they got ten times as much as Vir- 
ginia got. 

You are paying to aid those States west of the Mis- 
sissippi. 

Some people have a notion that as soon as a dollar 
gets into the hands of the Government it becomes some sort 
of sacred species, money to be doled out by some Federal 
minion, piecemeal. I contend, and I have always contended, 
that it would do vastly more good left in your pockets or 
else left in the treasury of Virginia. 

I was amazed to note that a high official of the judiciary 
department of the Government, at the university the other 
day, in the shadow of Thomas Jefferson’s tomb at Monti- 
cello, asserted that the Constitution was not designed to 
“curb government enterprise” but to lead the government. 
Patrick Henry was very much opposed to Virginia ratifying 
the Constitution. 

His reasons went toward the proposition that it did not 
curb government enterprise enough. And because of his ef- 
forts, the first ten amendments were drafted. The Consti- 
tution was intended to curb government enterprise when the 
government hasn’t got sense, patriotism, or courage enough 





to curb itself and remain within constitutional limitations. 

Without the restraint that it embodies, the Constitution 
would be a worthless piece of paper. 

Patrick was the greatest orator who ever lived. I mean 
an orator, I don’t mean one of these things that sound; 
I don’t mean people who broadcast just to be heard. 1 mean 
a real orator, with courage and conviction. It is fair to say 
—and I may say it because I am up for reelection—I expect 
to abide by my oath of office; and an oath is as sacred to 
me as to the President or to anybody else. 

And if a measure is against my better judgment and 
conviction, I am going to vote against it every time. 

Patrick Henry would go along with me. I could envy 
the power of your great countryman in denouncing oppressive 
and unwise measures. If I had his force of speech, we 
might have accomplished something in the Senate without 
putting the Supreme Court to the trouble of deciding these 
matters. 

Patrick Henry, in a letter to his daughter, said: 

“Popularity gained in devious ways cannot last; the 
only popularity of value is popularity based on virtue.” That 
ought to be spread over this country. There are so many 
devious ways of getting popularity, but it is a popularity that 
doesn’t survive. 

Edmund Burke said every public man should be glad 
to find himself in accord with the people he represented, but 
that no public man should ever compromise his own intel- 
lectual integrity or in the slightest degree violate his own con- 
science. A man’s mind and his conscience are not the prop- 
erty of his people but they belong to the man himself. 

Patrick Henry, if he were living now, could he go 
along with the vagaries and whims of impractical academi- 
cians some of whom never did a day’s work or earned a meal 
by the sweat of their faces? Henry’s whole life was in abso- 
lute contravention of that sort of thing. 

The President of the United States has been bitterly 
criticized; but my comment on his actions would be to the 
effect that he made the mistake of taking all the power that 
Congress was willing to give him. It is the Congress that 
should be blamed for abjectly surrendering its own consti- 
tutional functions and delegating them to the President of 
the United States and of various minor executive officials. 

I have spoken thuswise to rescue the reputation of 
Patrick Henry from mistaken inferences and implications that 
he would, if living now, sanction any legislation that might 
reasonably be thought in contravention of the Constitution. 
He religiously held to the view to the time of his death that 
the judiciary should be the final arbiters of all disputed 
questions. 


If Virginia ever should fall to that level of moral desti- 
tution and lack of spirit as to desire to be represented in the 
United States Senate by a rubber stamp, its people would 
make a great mistake to vote for my re-election, because if 
re-elected I shall do in the future as I have done hitherto 
and carefully from my own convictions, and vote my own 
mind without asking anybody else how it should be done. 
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HEN you return from abroad, you know you're on 
American soil when the porter or the boot-black 
or the taxi driver addresses you by the honorary 
title of Boss! It is intended as a compliment to your 
superiority if you employ him. There are bosses and bosses. 
There must be authority somewhere; you can’t run a shop 
without a head, or a family, or a gang or a racket. Yet 
boss rule is a term of evil omen, and gets it from the political 
domain. 





































I knew one in former days, but fashions in bosses haven’t 
changed much. He was never called Mr. K., always Boss K. 
He never forgot that he was boss or let you forget it. He 
never held political office, but he nominated every official, 
from governor to spitoon-cleaner. To have anything go on 
without consulting him caused an explosion; and if you op- 
posed him you were treated to a volley of choice invective. 
Though rough in his ways, he lived well, made his money 
honestly enough, and was a leading citizen. In education, 
he had graduated from High School, then went West to 
grow up with the country. 

What he had never graduated from was the nursery; 
and in any true sense, he never grew up at all. That’s the 
basic psychology of the boss—still behaving as he did in the 
nursery and having a tantrum when crossed by his nurse. In 
an adult, that makes a boss; in between it makes a bully. 
Bad baby, bully, boss: that’s the progression; and there’s a 
reason for it in human nature. 

If not all children, then most children, most active chil- 
dren, most spoiled children, are tyrants. Young children 
readily become cruel, self-willed, exult in power over others, 
even if it is no more than tying a tin can to a cat’s tail, or 
smashing windows in a deserted house. If blustering, brow- 
beating Boss K. had been told he was just behaving like a 
bad boy, he would have blown up in an apoplectic fit; but 
that’s the truth, and that’s why to me and to most sensible 
people he was just ridiculous. People laughed at him behind 
his back, yet a bull in the china-shop of politics is a menace. 
Obviously and fortunately, most children who start 
that way or stay that way longer than they should, grow 
out of it eventually into normal and desirable citizens who 
understand that bossing is a crude way of running things, 
that authority implies responsibility and that leadership can 
be a noble art. 

The boss problem is mostly a boy problem; not that 
girls don’t make pretty good tyrants and have a desire and 
capacity to have their own way and get it, but that their 
technique is different and hasn’t as strong a trend to expand 
into a gang. The victims of a girl bully may be just one 
weak sister, or a few. Later on, henpecked husbands and 
squelched children seems to offer a sufficient field of operation 
for feminine dominance; the hen pecks, but the cock o’ the 
walk struts and makes it plain who is boss in that roost— 
the larger the barnyard, the cockier the boss. 


The Boss 


By JOSEPH JASTROW, Psychologist 
Over N. B. C., July 14, 1936 


The childhood of the race offers another and more 
convincing clue to the psychology of the boss. It’s a com- 
mon saying, and a true one, that children are just young 
savages. [hey behave as did all tribes in early stages of 
civilization in ruling others. It is a terrible and bloody 
story, with murder both a ceremony and a habit, torture the 
rule, vengeance in the saddle, and chiefs absolute despots. 
There are some fine traits in primitive society; but the wise 
or tolerant use of power is not one of them. The savage 
boss was the law; there was no other, no restraining in- 
fluence to make him or his people behave otherwise. The 
survival of this brute nature in later stages of culture, even 
including our own, is a force to be reckoned with. 

Although the boss of today who runs amuck is a throw- 
back to what has been called the legacy of the cave man, he 
is, under our constitutional government, a rather tame edition 
of the old-time tyrant. The late Amir Rahman Khan, rul- 
ing in old despotic fashion, despite the close proximity to 
enlightened English rule, is a shocking example. Although, 
according to the late Lord Curzon’s account, he could be 
affable, gracious and considerate to a degree, loved scents 
and colours and gardens and singing birds and flowers; with- 
out a trace of compunction, he confided that after one unsuc- 
cessful rebellion he had many thousands of the guilty tribes- 
men blinded with quicklime, and that altogether he had put 
to death 120,000 of his own people. Notorious for whole- 
sale murders and tortures, Ivan the Terrible is another ex- 
ample of the instinct of cruelty in a leader; in his case, it 
was not only not restrained, the instinct was cultivated. As 
a boy, ‘““He was taught to be cruel, was taken to see people 
crushed to death by heavy wagons; was forced to witness 
executions, was encouraged to ill-treat animals, and to throw 
cats and dogs over the high ramparts of the Kremlin walls.” 

These dark sides of human nature show the danger 
of getting into positions of power, persons who labor under 
the boss psychology, who crave power for the joy of its 
abuse, and—to add a factor which is often the dominant 
motive yet may be secondary—the glorification of self. Ego 
enlargement—more plainly, a swelled head—enters into the 
psychology of the boss. It adds to his sense of being big 
to lord it over others. According to one psychology, a strut- 
ting, boasting, loud-speaker superiority is a voice to drown 
an unwelcome inner voice of inferiority. The boss, in many 
aspects, is deep in human nature—our common human 
nature. 

The great majority of us even if we are boss-inclined, 
do not play politics or anything else on a grand scale. We 
are apt to show it in smaller human relations. The most 
common one is that of the family. Being a parent is a test 
of character. A boss parent of either sex is not an asset to 


the household. That’s another chapter. 

The question that is in the minds of all of you, in a 
world shaken to its foundations, is what about dictators? 
Unquestionably bosses on a grand scale become dictators; 
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but not all dictators, if we mean by that persons invested 
with large powers, inevitably follow the boss psychology. 
Benevolent despots wouldn’t make bad rulers; but somehow 
despotism doesn’t run to benevolence. We have in the person 
of Lincoln the supreme example of a person who could be 
trusted with any measure of power without the slightest 
tendency to become a boss. But it was Lincoln who said 
that no man is wise enough to be entrusted with the destiny 
of another, likewise, in justifying his many pardons, that 
he knew of no case in which shooting a man did him any 
good. His entire mission was a protest against bosses. He 
detested slavery because every slave holder was potentially 
a boss. Doubtless many of them were kindly; but the system 
violated the very conditions of liberty. It all goes back to 
the same psychology, whatever the expression of power. The 
abuse of power is the eternal menace, and has been so from 
the beginning of history. 

I am not discussing the political question as to the 
measure and manner of power which one or another branch 
of the government should ordinarily and in an emergency 
wisely exercise. I am considering only the psychological 
makeup of the boss, which may also be found magnified to 
the proportions of madness in the dictator. But to lump 
together all wide powers vested in one man and call them 


dictatorial and then imply that being such, they become as 
dangerous as the fanatical and ruthless reigns of terror by 
which the gaining of power for personal ends is the key to 
their entire life motif, that is most unfair logic and ignores 
psychology altogether. 

It is the psychology of the boss that is to be understood, 
and should be minimized in low or high stations, and in every 
relation in life. When a man is fundamentally sane—which 
means, has plenty of wholesome human outlets, shows his 
concern for others, takes opposition calmly, admits that he 
may be wrong at least sometimes, has a sense of humor, but 
knows when to be serious, he isn’t psychologically a dictator 
and hasn’t the making of a boss in him, whatever the power 
that is vested in his hands. 

The desire for power is normal and natural; the lust 
for power, attaining it by any means, the gloating in it, the 
abuse of it in hate and intolerance; that is the enemy within 
the gates and outside. Without authority there is chaos; 
without strong, confident determined policies, there is the 
danger of slipshod ways. To be fit for authority, and use 
it responsibly is a great test of high human quality; the boss 
doesn’t possess it. Boss rule is bad politically, and worse 
psychologically. The boss is a problem in psychology and a 
menace to society. 


Erosion By Government Finance 


By ARTHUR A. BALLANTINE, Former Under Secretary of the Treasury of the United States; Root, Clark, Buck- 
ner &¥ Ballantine, New York, New York 


At Institute of Public Affairs, University of Virginia, July 10, 1936 


E hear much these days about erosion—a ruinous 
W effect of improvident exploitation of the soil. On 
reading the figures in the statement of the Secre- 
tary of the Treasury in regard to the financial operations of 
the Federal Goverment for the past year the reflection is 
suggested that the Government is today being maintained by 
a process of financial erosion, constantly taking more out of 
the Treasury than is put back. The first stages of erosion 
are as pleasant in the financial field as in the physical, but 
stopping this process of exhaustion before it is too late is an 
objective of deepest concern to all. This is not to be ob- 
scured by pleasant words. 

In recent years Government checks have descended from 
Washington almost like manna from Heaven. Over four 
million persons have been on the Federal pay-roll in some 
form, and upwards of twenty millions have been receiving 
Government support or aid. New channels for the distribu- 
tion of Government funds are insistently presented. It might 
seem that some Moses had struck the Treasury rock so that a 
golden stream will constantly gush forth. Yet there has been 
no miracle and there is an inevitable reckoning ahead. 

It is now six years since Federal expenditures have been 
met by current revenues, and the vast gap is not narrowing. 
We are supposed to have emerged from the depression, yet 
the Secretary has just reported the record peace-time deficit 
of $4,764,000,000, including what was paid on the bonus. 
The deficit for the next year will again be at least in the now 
familiar $3,000,000,000 range. The deficiencies of the last 
three years added to this estimated deficit amount to about 


$14,000,000,000, or nearly $16,000,000,000 if the bonus 
payment is included. The only moral commitment of the 
Treasury now is to balance the budget “when possible”. 

In the past Presidents of both parties stood up courage- 
ously against the ever present pressure for larger and larger 
expenditures. Government deficits were something to be 
fought, not to be glossed over They believed that unless the 
budget was balanced the Federal Government could not func- 
tion for the general welfare, or indeed survive. The result 
was reflected in those old sayings—‘‘Good as a Government 
Bond” and “Sound as a dollar”. 

It was of course the depression that threw the Gov- 
ernment finances out of balance. From the 1930 year to the 
1932 year Federal revenues were cut about in half. At the 
same time needs for ameliorative expenditure had to be met. 
Yet no one then supposed that there could safely be anything 
more than a temporary lapse from adherence to the balanced 
budget. The Administration in power in the first years of 
the depression fought a losing fight to get back to it. 

The general conviction formerly prevailing as to what 
constitutes sound Government finance, and the necessary 
foundation for security for all industry and commerce, could 
not be better expressed than it was in the 1932 platform of 
the Democratic Party, and the well-known declarations of 
the Presidential candidate in its support. 

What was eagerly undertaken then by the party and 
the candidate coming into power was a commitment to rescue 
the budget from the ravages of the depression and “stop the 
deficits”. Contemplating the deficits of 1931 and 1932, since 
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vastly exceeded, and the then prospective deficit for 1933 of 
about $1,000,000,000, the President (then Governor) de- 
clared: 
“For three long years the Federal Government has 
been on the road toward bankruptcy.” 


Upon taking office the President went zealously at the 
promised ‘effort of budget balancing. At the outset he se- 
cured the passage of the Economy Act. That made possible 
large prospective reductions in Government expenditures, 
since mostly effaced. ‘This courageous action toward putting 
the Government finances in order was a powerful factor in 
meeting the banking crisis. 

At some later date, not yet identified, the accepted prin- 
ciple of budget balancing was put aside for a policy of spend- 
ing without regard to the amount of the revenues. The 
change of policy was reflected in gross deficits of $3,989,- 
000,000 for 1934 and $3,575,000,000 for 1935, and for 
1936 a deficit of $2,680,000,000 without the bonus and with- 
out meeting the full sinking fund requirement, or a gross 
deficit of $4,764,000,000 with the bonus, with no real relief 
in sight. 

The continuance of these huge deficits cannot be re- 
garded as the frusiration of sincere and continued efforts to 
balance the budget: they represent a new attitude toward 
Federal finance, an attitude in which outgo comes first and 
paying the bills must takes its chances. That new policy, 
although much earlier put into action, was first put into 
words by the President in his budget message of this January. 

In that message, the President explained that in March 
1933 the policy was adopted of making large expenditures 
along many fronts with a view to stopping the downward 
economic spiral. The change in front was not known at 
that time, for the President was then pressing for the oppo- 
site position embodied in the Economy Bill. 

In the January message the President stated that this 
expenditure policy was adopted on the basis of two inter- 
dependent beliefs: 

“First, the measure would immediately cause a great 
increase in the annual expenditures of the Government— 
many of these expenditures, however, in the form of loans 
which would ultimately return to the treasury. Second, 
as a result of the simultaneous attack on the many fronts I 
have indicated, the receipts of the Government would rise 
definitely, and sharply during the following few years, 
while greatly increased expenditure for the purposes stated, 
coupled with rising values and the stopping of losses would 
over a period of years diminish the need for work relief 
and thereby reduce Federal expenditures. The increase in 
revenues would ultimately meet and pass the declining cost 
of relief.” 

The President declared: 

“There is today no doubt of the fundamental sound- 
ness of the policy of 1933. If we proceed along the path 
we have followed and with the results attained up to the 
present time we shall continue our successful progress dur- 
ing the coming years. 

‘Stated even more concisely, we can look forward today 
to a continued reduction of deficits.” 


This is certainly a modest goal for the Government in 
the strongest nation in the world. 

Notwithstanding the slender hope held out in this mes- 
sage, the deficit for 1937, partially estimated by the President 


in that message at about $1,100,000,000, is likely to be not 
less than three times that much. The figures as to the defi- 
cits deny the proposition that we can look forward to a con- 
tinued reduction. 

The policy characterized by this continuance of huge 
deficits can hardly be viewed as an emergency policy, though 
part of the expenditures were at first so classified, later being 
classified as “Recovery and Relief Expenditures”. The de- 
pression was not an emergency, happening in 1933, it began 
in 1929 and reached its depth in 1932, when the budget bal- 
ancing policy of the new Administration was promised and 
expounded. The banking crisis in 1933 was indeed an emerg- 
ency phase of the depression, but was met by effective banking 
measures, and by the creation of confidence in the Govern- 
ment through its vigorous start in putting its own finances 
in order, not by the announcement of a new spending policy. 


If this deficit policy is to be called an emergency policy, 
it is now clear that we stand in danger of having the Gov- 
ernment operate on the basis of a permanent emergency. To 
say that the budget is balanced, except for relief and recovery 
expenditures, does not lessen the load or the resulting debt. 
It might be said with about equal truth that the budget is 
balanced except for the regular expenditures! 

The expenditure policy avowed in the President’s 1937 
budget message is not bound down to any tangible basis for 
limiting the amount of funds to be expended at any given 
time, or for limiting the length of time during which ex- 
penditures in excess of revenues may continue. Nor is there 
any assurance, by anything in the policy, that the excessive 
spending will in the end result in a sound financial condition 
of the Government. 

The new financial policy avowed by the President is 
fairly to be described as a speculative policy, in contrast to 
the accustomed pay-as-you-go policy. There may of course 
be discussion as to the merits of Government speculation, but 
there can be none as to the fact of this speculation. 

Like most speculation, this new policy of Government 
finance is carried out by borrowing. Had it been necessary 
to meet budgets in excess of $7,000,000,000 by taxation, 
they would never have been voted. The very essence of the 
new policy is not to confine Government spending to what 
can be obtained by the Government as revenue, but to spend, 
mainly for current purposes, perhaps as much again from the 
proceeds of loans from everybody’s savings. 

The ability of the Treasury to obtain loans under the 
banking conditions which have prevailed has been urged 
as establishing the success of the new policy. But securing 
the loans is one thing and paying them is quite another. 

It is most significant that the new loans have not been 
taken by the people as individual investors: they have prac- 
tically all gone to the banks and to the insurance companies. 
Those institutions have since 1930 increased their holdings of 
Government obligations by fully as much as the amount of 
the increase in the obligations outstanding. 

The Secretary of the Treasury recently stated that 47 
per cent of the Government debt is held by the banks. Gov- 
ernment bonds now held by the banks are equivalent to not 
less than 28 per cent of their total deposits. Government 
obligations held by reporting member banks of the Federal 
Reserve System are equivalent to about 50 per cent of their 
total deposits, as compared with 32 per cent in 1933, and 
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are equivalent to more than 65 per cent of their demand 
deposits. 

What has been happening therefore is that the Govern- 
ment through its policy of spending far more than its reve- 
nues is gradually taking over the resources of the banks and 
insurance companies, substituting Government 1OUs for the 
normal varied business investments of these institutions. 

The Government has been engaged in a huge scale of 
financing with other people’s money, without their conscious 
participation. Even banking and insurance resources have 
their limit. Obviously the process of using them up cannot 
continue indefinitely. Even before the borrowing limit is 
reached this policy will have dissipated the financial re- 
sources of the country required for the support of commerce 
and industry. The present spending and borrowing policy, 
therefore, erodes the financial resources of the country, just 
as improvident cultivation of the soil destroys the permanent 
support of agriculture. 

It is a shortsighted view to focus attention upon the 
appeal of particular expenditures and the present ability to 
finance them by loans, excluding from real consideration the 
ultimate effects of persistent expenditures beyond revenues. 
Of what real value to anyone is temporary alleviation to be 
suceeded by enveloping disaster ? 

An obvious result of the expenditure policy is to pile 
up the national debt so that it will ultimately become a drain 
and a drag. The total of $33,779,000,000 just reported for 
the direct debt is well over twice the amount at which the 
debt stood at the lowest post-war point, in December, 1930. 
It is small comfort to think that we are not as badly off yet 
as some of the debt-ridden countries of Europe. We still 
hope to keep America a better land. 

On analysis, there is not very much comfort in the 
$8,700,000,000 of assets owned by the Government which 
the Secretary of the Treasury stressed in connection with 
his report of the debt. The cash balance of $2,700,000,000, 
constituting the first of these assets, is not to be applied to 
debt retirement but will go in further expenditures. Nor 
has the $2,000,000,000 Stabilization Fund, representing gold 
seized by the Government, which the Secretary states will ulti- 
mately be used to retire a like amount of public debt, been 
so earmarked by the Government. On the contrary, it is 
now legally held for use in connection with the currency. 

As to the $4,000,000,000 of assets reported as the amount 
representing obligations due to the Government upon which 
the Treasury will ultimately realize cash: The Secretary in 
his financial report did not call attention to the fact that in 
addition to its direct debt the Government has guaranteed 
nearly $5,000,000,000 of obligations issued to refinance mort- 
gages. Prudent accounting certainly requires a very consid- 
erable reserve against this mounting liability. 

As the Secretary points out, interest charges on the debt 
have been low so that the pinch of high interest payments 
due to the increase of the debt has not yet been felt. The 
low rate is due in part, however, to the redundance of money 
resulting from conditions which are presumably temporary 
and, in part, to the fact that nearly half the debt is in short- 
term form which carries the very lowest rates. Because of 
the vast increase in the amount of the debt, much higher 
interest costs are potentially there to plague the future. The 
necessity of holding interest rates down to accommodate Gov- 
ernment financing incidentally operates to hamper the Fed- 





eral Reserve Board in dealing with the imminent danger of 
credit inflation. 

It is now clear that this policy of speculative expendi- 
ture results in increasing the permanent cost of conducting 
the Government. The statement of the Secretary that “Fed- 
eral expenditures are on the decline” is not borne out by the 
published figures. Instead of receding, ordinary expendi- 
tures (including debt retirement) show a growth from 
$3,444,000,000 in 1934 to a prospective total of $5,649,000,- 
000 in 1937, an increase of 64 per cent. 

Expenditures undertaken as temporary have an extra- 
ordinary power of becoming permanent and of breeding 
other expenditures—witness the relief cost. Vested interests 
in expenditures once undertaken are constantly created. The 
loose financial methods which such a policy induces have re- 
cently been very forcibly set forth by the retiring Comp- 
troller General McCarl. Satisfaction with increase in the 
revenues which the President has expressed is more than off- 
set by concern over the increase in expenditures. ‘The last 
Congress with its appropriations of over twenty billions made 
a peace-time high. It has been demonstrated that under the 
speculative policy the balanced budget is always just around 
the corner. 

Swollen Government expenditures inevitably mean in- 
creases in taxation. They have to be met some time and 
there is no source of Government income but taxation that 
inevitably comes home to all—to those having little as well 
as to those having much, to the unemployed as well as the 
employed. Excessive burdens of taxation work against em- 
ployment. 

The needed revenues cannot be taken from large in- 
comes for there are nothing like enough of them and they 
have already been taxed to the limit. The higher brackets 
of the income tax have been pushed to 79 per cent, con- 
trasting with the high point of 63% per cent in England. 
Yet the latest Treasury statistics of income indicate that if 
the amount of all income over $5,000 a year was taken by 
the Treasury, and that could only be done once, the addi- 
tion would run the Government, on the basis of last year’s 
expenditures, for not over six months. 

Nor can the needed revenues be taken from large 
estates. With a schedule of Federal estate taxes reaching 
the top bracket of 70 per cent, the yield is only a little over 
$200,000,000 a year. 

In the past month we saw the hurried enactment of the 
new tax bill relying for additional revenue mainly upon a 
graduated tax upon the income of corporations conducting 
most of the business of the country,- designed to put heavy 
pressure upon them to distribute all of their earnings regard- 
less of the need to make reserve for the legitimate protection 
and development of the business. 

All the earnest argument against the new measure 
merely lessened the exaction, but did not prevent resort to a 
method of taxation that favors the strong well-established 
business enterprise as against the weaker enterprise ; makes it 
more difficult for an enterprise that has been distressed to 
get back on its feet, and erects a bar against the develop- 
ment of new business so vitally needed to keep industry and 
competition healthy and the door of opportunity open. 

The revenue to be derived from this new measure is in 
a peculiar degree a guess, but assuming that it reaches the 
Treasury estimate, that will weigh very lightly against the 
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ultimate cost of this process of using up the sted corn of 
industry. More familiar methods of revenue raising should 
have been used but the burden of it would have been more 
apparent to the ordinary taxpayer. 

Now that far heavier taxes on income, estates and cor- 
porations have been imposed, the new burden of taxation 
upon the average man will become more and more apparent. 
More than one-half the income of the United States Gov- 
ernment today is derived from indirect taxes, resting on a 
large range of commodities clearly entering into the cost of 
living for all. 

It is estimated that if the 1935 expenses for Federal, 
State and local government had been equally shared by every 
one, each American family would have had a tax bill of 
$482, as compared with $268 in 1932. In various forms 
this bill will be presented. Well did President Roosevelt 
declare when first a candidate: 

“Taxes are paid in the sweat of every man who labors 
because they are a burden on production and can be paid 
only by production.” : 

Even more important to the average man and woman 
is the effect of higher and higher tax burdens in diminishing 
the opportunity for employment and advancement. Exces- 
sive taxes act inevitably as a check upon industry and its 
maintenance and expansion. Does the average man want 
his Government to tax him out of a job? Does he want 
his Government to tax so heavily as to dry up the source of 
its and his support? 

It is often suggested that stopping the deficits must be 
a harsh and inhuman operation. “The necessary action, how- 
ever, does not mean that the needs of those truly in distress 


will be denied: it does mean that relief payment shall be 
based solely and impartially upon need. It does mean that 
the supervision of relief expenditure and appropriate finan- 
cial responsibility must rest upon local communities and their 
own representatives. The spirit 2nd method of the Red 
Cross should replace the spirit of the mistletoe and the holly. 


Getting back to Government finance which we know 
to be sound and enduring is not a matter of cold economic 
theory. It is of the essence of protection to the average man 
and woman and to the permanent ability of the Government 
to serve them. They must be protected, not only from the 
insidious and mounting burden of taxes, not only from clogs 
upon employment and opportunity, which excessive and ex- 
perimental taxes impose, but from the danger of what must 
inevitably follow the full course of erosion by deficits—in- 
flation of the currency and the destruction of all savings and 
security—the interruption of all usual ways of life, here as 
in Germany. First erosion—then explosion! 


We shall get back on the right road only by a return 
to those policies which every thinking person must know to 
be right. For the pious wish that the budget may sometime 
be balanced, we must substitute a fighting purpose to stop 
expenditures we cannot pay for while there is yet time. In 
full perception of the abiding interest of all our people we 
must act upon the deserted declaration made by the Presi- 
dent at Pittsburgh, when a candidate in 1932: 


“Upon the financial stability of the United States Gov- 
ernment depends the stability of trade and employment, and 
of the entire banking, saving and insurance system of the 
country.” 
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The Future of the 


By CHARLES G. FENWICK, 4Associate Editor International Law Journal: Member American Society of Interna- 


League of Nations 


tional Law and International Law Association; Professor of History, Bryn Mawr College, Pennsylvania 
At Institute of Public Affairs, University of Virginia, July 8, 1936 


has the paradox been presented of an almost uni- 

versal desire for peace and at the same time an 
apparent inability on the part of the nations to do the things 
that make for peace. Religious leaders are insistent in 
preaching the ideal of peace, organizations of many kinds 
sign manifestoes for peace, yet the preparations for war have 
gone steadily on and the past year has witnessed the dread 
reality itself. It is not to be wondered that many of our 
fellow citizens have become discouraged and have been led 
to abandon the ideal of international cooperation and have 
taken refuge in a policy of isolation and neutrality. 

This is not, however, the first time in the history of the 
world that great ideals have seemed to be on the point of de- 
feat because men have hesitated to do the practical things 
upon which the success of the ideal depended. Out of the 
enthusiasm of the American Revolution of 1776 was born 
the ideal of a “league of friendship” that was to be “per- 
petual”. Scarcely had the war been won than the thirteen 
states that had entered into the Articles of Confederation 
began to seek their separate interests and defeat the primary 
purpose of the Union. The “Critical Period” of American 
history, as it has been called, is not without a parallel in the 
critical period through which the world is now passing. Did 
our forefathers abandon their principles because of the prac- 
tical difficulties found in their execution? No, they went 
on to form a “more perfect Union” and they called upon the 
several states to pay the price of that union in the subordina- 
tion of their individual claims to the general welfare. Every 
American will agree that the price was worth paying. 

When the World War ended an international organiza- 
tion not unlike our own Articles of Confederation was cre- 
ated. The old law of nations had held that each was the 
judge in its own case; the new law set up agencies represent- 
ing the whole community of nations to which controversies 
between individual nations were henceforth to be submitted. 
The old law of nations had left each individual State to 
pursue its claims by force of arms; each state was free to 
take the law into its own hands and to declare war when its 
judgment called for such action; the victim of the attack 
found no protection from the community at large. The new 
law set up the principle of cooperative defense, the same 
principle that is embodied in the Constitution of the United 
States. The old law had proceeded on the principle that, 
when acts of international outlawry were being committed, 
those nations whose interests were not directly affected might 
stand aside and declare their “neutrality”. The new law 
announced that henceforth all nations were to be collectively 
responsible for the maintenance of peace. It was a great 
experiment, and high hopes were held out that at last war 
was to be banished from the earth. 


N EVER before, perhaps, in the history of the world 


Why is it, my friends, that these new principles which 
represent the evolution of law between man and man and 
between state and state of the United States have thus far 
failed in their application to nations? Is it to be said that 
individual citizens may be called upon when necessary to 
subordinate their interests to the common welfare, but that 
nations are a sort of supermen to which the ordinary rules 
of law and morality are not applicable? The suggestion is 
utterly in conflict with the teachings of Christian jurists and 
with the principles of American democracy. It is funda- 
mental in our tradition that nations are bound by the same 
principles of morality that are binding upon the individual 
citizen. If an individual citizen may not defraud, neither 
may a nation defraud, nor rob, nor kill. If an individual 
citizen may be called upon to make sacrifices for the good of 
the community as a whole, so may a nation in formulating its 
foreign policies be expected to consider the welfare of the 
larger family of nations. 

The truth is that the great experiment of 1919 has 
failed to meet the demands put upon it not because the prin- 
ciples upon which it was based were not the right principles, 
but because the principles have not been pushed far enough. 
Law can be an agency of peace only if it undertakes to pro- 
mote justice as well as to prevent violence. The framers of 
the Covenant of the League of Nations put too much stress 
upon the prevention of violence, upon the maintenance of 
territorial boundaries and the existing status guo. They did 
not sufficiently realize that the League, if it was to be suc- 
cessful, must give equal attention to removing the causes of 
war and promoting those conditions of justice which are 
necessary to make law tolerable to those whom it attempts to 
control. The question before us, then, in considering the 
future of the League of Nations, is to determine how the 
important changes that are needed in international relations 
can be brought about peacefully, while in the meantime pro- 
tecting the existing order against violence. A stable peace, 
a peace based upon justice, calls for building up a fund of 
common international interests which shall be to each nation 
a strong motive for observing the law; it calls for a lowering 
of the economic barriers that have been raised so high of 
recent years; it calls for an open-door policy in the markets 
of the world, for greater equality of access to the raw ma- 
terials of industry, for a fairer distribution of the opportu- 
nities of trade and commerce in the undeveloped part of 
the world. The issue confronting us seems to me to be not 
whether the goal of a lasting peace, a peace of stability based 
upon justice, is ultimately attainable, for it must be attained 
if our civilization is to survive. The issue is rather whether 
we shall have the wisdom to move forward toward that goal 
now, in the immediate future, without waiting for another 
devastating war to teach us the necessity of doing so. 
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tion to visit modern Germany. The name of Ger- 

many weaves in and out through the history of aviation. 
In the designing and operation of aircraft and in the vision 
which is always necessary for leadership, Germany has set 
an example which has stimulated the rest of the world. 

I seldom see one of our modern transport planes with- 
out thinking of Junkers and admiring the ability and fore- 
sight which enabled that man to build his metal monoplanes 
with their low wings so many years ago. His mind was liv- 
ing the present era while most designers were arguing about 
the biplane’s structural advantages and about wood and 
fabric and wire. 

One may have complete confidence in airplanes of the 
future without refusing his admiration for the genius this 
country has shown in developing airships. It must give every 
German a feeling of real pride to see the Hindenburg and 
the Graf Zeppelin and realize that his country stands su- 
preme and without rival in the field of lighter-than-air craft. 

I sometimes feel these of us who grew up in aviation 
have lived much more than an average life-time. It seems 
almost as though we have had the opportunity of living in 
the future and looking back on our lives, of judging our work 
through another generation’s eyes. 

Certainly the whole world has never changed faster than 
at the present time, and during this change nothing has de- 
veloped more rapidly than aviation. If the man who sailed 
the first dug-out canoe could live again he would hardly 
see more change in ships than our own generation has seen 
in aircraft. Except for the fact that he had not lived through 
the intermediate centuries of development, the modern battle- 
ship would give him no more cause to ponder than the mod- 
ern bomber should give us. He could no more have seen 
a 16-inch gun attached to his canoe than we were able to 
see five or ten thousand pounds of bombs attached to our 
planes of twenty-five years ago. 

Scientists now talk of time in terms of astronomy, 
physiology and psychology. Our concepts of time are chang- 
ing, and I think it is nowhere more noticeable than in avia- 
tion. Our ideas of time and distance are entirely different 
from those our fathers held. 

And unlike the builder of the dug-out canoe, we have 
lived to see our harmless wings of fabric turn into carriers of 
destruction even more dangerous than battleships and guns. 


I: is especially a privilege for any one interested in avia- 


We have lived to carry on our shoulders the responsibility 
for the result of our experiments, which in other fields have 
been passed to future generations. 

We who are in aviation carry a heavy responsibility on 
our shoulders, for while we have been drawing the world 
closer together in peace we have stripped the armor of every 
nation in war. It is no longer possible to shield the heart of 
a country with its army. Armies can no more stop an air 
attack than a suit of mail can stop a rifle bullet. 

Aviation has, I believe, created the most fundamental 
change ever made in war. It has abolished what we call 
the sense of warfare. It has turned defense into attack. 
We can no longer protect our families with an army. Our 


libraries, our museums—every institution which we value 


most is laid bare to bombardment. 


Aviation has brought a revolutionary change to a world 
already staggering from changes. It is our responsibility to 
make sure that doing so we do not destroy the very things 
we wish to protect. 


We have moved so fast we have imposed aeronautical 
time upon military tactics, and we have taken away the old 
defense of astronomical time, which has probably been civi- 
lization’s greatest safeguard in the past. 

As I travel in Europe I am more than ever impressed 
with the seriousness of the situation which confronts us. 
When I see that within a day or two damage can be done 
which no time can ever replace, I begin to realize we must 
look for a new type of security—security which is dynamic, 
not static, security which rests in intelligence, not in forts. 

And in the fact that intelligence must be combined with 
aviation I find some cause for hope. It requires more intel- 
lect to operate an airplane than to dig a trench or shoot a 
rifle. The education which is necessary in aviation must 
also teach the value of civilized institutions. 

Our responsibility in creating a great force for de- 
struction may be somewhat relieved by knowing we have 
allied this force with intelligence and education and that we 
have moved power further away from ignorance. I find 
some cause for hope in the belief that power which must be 
bound to knowledge is less dangerous to civilization than 
that which is barbaric. 

It is aviation’s responsibility to justify the combination 
of strength and intelligence. 
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